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QUALITY  OF  CARE  PROVIDED  BY  MEDICAID 
PHYSICIANS  IN  NEW  YORK  CITY 


MONDAY,  MARCH  19,  1990 

House  of  Representatives, 

Human  Resources  and 
Intergovernmental  Relations  Subcommittee 
OF  THE  Committee  on  Government  Operations, 

New  York,  NY. 

The  subcommittee  met,  pursuant  to  notice,  at  9:31  a.m.,  at  26 
Federal  Plaza,  New  York,  NY,  Hon.  Ted  Weiss  (chairman  of  the 
subcommittee)  presiding. 

Present:  Representative  Ted  Weiss. 

Also  present:  Representative  Major  R.  Owens. 

Staff  present:  James  R.  Gottlieb,  staff  director;  Marc  Smolonsky, 
professional  staff  member;  and  Wayne  Cimons,  minority  profession- 
al staff,  Committee  on  Government  Operations. 

OPENING  STATEMENT  OF  CHAIRMAN  WEISS 

Mr.  Weiss.  Good  morning.  The  subcommittee  is  now  in  session. 

Today  the  subcommittee  is  conducting  a  hearing  on  the  quality 
of  care  provided  by  the  Medicaid  Program.  We  will  hear  testimony 
about  how  Medicaid  doctors  deal  drugs  and  rip  off  the  program  for 
millions  of  dollars.  But  beneath  those  stories  of  outright  criminal 
behavior,  we  may  be  ignoring  an  even  more  terrible  truth:  Medic- 
aid patients  are  being  treated  by  unskilled  and  negligent  doctors 
who  have  created  their  own  epidemic  of  ill  health. 

Although  we  are  conducting  this  hearing  in  New  York,  the  sub- 
committee's review  is  national  in  scope,  and  will  include  the  entire 
$70  billion  Medicaid  Program.  The  New  York  State  Medicaid  Pro- 
gram costs  $11  billion  a  year.  Here  in  the  city.  Medicaid  costs  are 
approximately  half  of  that  amount.  In  return  for  this  massive 
amount  of  funding,  it  is  reasonable  to  expect  Medicaid  patients  to 
receive  minimally-accepted  standards  of  care. 

Unfortunately,  this  is  not  happening.  Instead  of  quality  treat- 
ment. Medicaid  patients  often  receive  dangerous  care  from  incom- 
petent physicians  who  are  exacerbating  the  drug  addiction  problem 
and  contributing  to  high  infant  mortality  rates  in  our  poorest 
neighborhoods.  These  are  communities  hit  hard  by  AIDS,  crack, 
and  homelessness,  conditions  that  have  worsened  the  overall 
health  of  their  residents. 

The  tragic  irony  of  all  this  is  that,  here  in  New  York  City,  we 
have  the  best  physicians  and  medical  facilities  in  the  entire  world. 
But  they  are  available  only  if  you  are  wealthy  or  carry  health  in- 
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surance.  If  you  are  impoverished  and  on  Medicaid,  your  doctor  is 
more  likely  to  have  been  poorly  trained  than  competently  educat- 
ed. If  you  are  on  Medicaid,  your  doctor  may  not  be  able  to  under- 
stand the  results  of  diagnostic  tests,  has  only  a  one  in  four  chance 
of  being  affiliated  with  a  hospital,  and  probably  has  not  been  certi- 
fied in  a  specialty  by  any  State  medical  board.  If  you  are  a  preg- 
nant woman  on  Medicaid  in  New  York  City,  it  is  unlikely  that 
your  obstetrician  can  even  get  into  the  hospital  to  deliver  your 
child. 

These  facts  may  be  shocking  to  some,  but  not  to  Medicaid  pa- 
tients. They  have  long  known  their  only  choice  for  medical  treat- 
ment is  between  hospital  emergency  rooms  and  storefront  Medicaid 
Mills. 

Nor  is  this  news  to  investigators  for  the  New  York  State  Depart- 
ments of  Health  and  Social  Services.  They  have  identified  physi- 
cians who  provide  dangerous  care,  and  they  have  tried  to  remove 
them  from  the  program.  Sometimes  they  succeed,  but  more  often 
they  do  not,  and  the  negligent  physicians  return  to  the  storefront 
Medicaid  Mills  where  they  continue  their  dangerous  practices. 

We  are  here  today  to  identify  the  problems  in  the  Medicaid  Pro- 
gram and  look  for  solutions.  There  are  no  easy  answers,  but  I  be- 
lieve that,  at  minimum,  the  Government  must  be  responsible  for 
ensuring  equal  access  to  medical  care  by  all  citizens,  and  in  the 
case  of  the  Medicaid  Program,  guaranteeing  that  medical  treat- 
ment is  competent  and  safe.  This  means  more  closely  overseeing 
the  physicians  who  treat  our  poorest  patients,  providing  incentives 
to  physicians  to  participate  in  the  program,  and  keeping  truly  un- 
scrupulous doctors  from  the  program — while  seeing  that  honest 
physicians  are  not  nickeled  and  dimed  to  death. 

Today  we  will  hear  testimony  from  officials  with  the  State  de- 
partment of  social  services,  the  U.S.  Department  of  Health  and 
Human  Services,  the  Community  Service  Society  of  New  York, 
Albert  Einstein  College  of  Medicine,  and  undercover  operatives  for 
the  State. 

Before  introducing  our  first  panel,  let  me  express  my  apprecia- 
tion to  Major  Owens,  one  of  our  distinguished  colleagues  from  the 
city  of  New  York,  Kings  County,  and  ask  him  for  whatever  opening 
statement  he  may  have.  Major  took  special  pains  to  be  here  with 
us  this  morning  so  that  we  could  have  a  quorum  to  commence  the 
hearing.  He  has  other  business  in  Washington  and  will  have  to 
leave  shortly,  but  we  are  delighted  that  he  could  be  here  with  us 
for  the  opening. 

STATEMENT  OF  HON.  MAJOR  R.  OWENS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Owens.  Thank  you,  Mr.  Chairman.  I  have  no  opening  state- 
ment, but  I  want  to  congratulate  you  on  convening  these  hearings. 
I  can  think  of  no  subject  that  is  more  important.  This  is  a  life  and 
death  matter,  especially  in  view  of  the  fact  that  recent  studies  that 
have  been  conducted  have  shown  that  even  in  our  hospitals  we 
have  serious  problems  with  neglect  and  malpractice  which  often  re- 
sults in  death. 
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The  12th  Congressional  District  across  the  river  in  Brooklyn  that 
I  serve  is  the  10th  poorest  district  in  the  whole  Nation  and,  of 
course,  we  probably  have  a  larger  share,  a  larger  ratio  of  Medicaid 
Mills  than  in  any  other  place  in  the  country,  so  I  think  that  this  is 
quite  appropriate  for  the  people  of  my  district.  I  regret  that  I 
cannot  stay  but  I  am  sure  that  this  subject  will  get  a  thorough  and 
deep  'Ted  Weiss"  treatment  and  we  will  all  benefit  from  the  re- 
sults. 

Thank  you  for  inviting  me. 

Mr.  Weiss.  Thank  you  very  much,  Mr.  Owens.  It  is  the  practice 
of  the  Government  Operations  Committee  to  swear  in  its  witnesses. 
Although  we  really  appreciate  and  are  grateful  to  all  of  you  for 
coming  and  participating,  we  hope  that  you  will  understand  when 
we  ask  you,  before  we  start,  to  stand  and  raise  your  right  hand.  Do 
you  swear  the  testimony  you  are  about  to  give  will  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth? 

[Witnesses  sworn.] 

Mr.  Weiss.  Let  the  record  indicate  that  each  of  the  witnesses  has 
responded  in  the  affirmative. 

Our  first  panel  of  witnesses  is  comprised  of  Florence  Frucher, 
Chris  Stern  Hyman,  and  Dr.  Joseph  Post  with  the  State  depart- 
ment of  health.  Ms.  Frucher,  suppose  we  start  with  you.  Will  you 
each  identify  yourselves  very  briefly  as  to  the  work  that  you  are 
doing?  We  have  your  prepared  statements  which  will  be  entered 
into  the  record  in  their  entirety.  Because  of  the  number  of  wit- 
nesses that  we  have,  and  we  want  time  for  questions,  I  would  like 
to  ask  you  to  try  to  limit  your  testimony  to  somewhere  between  7 
and  10  minutes  and  then  we  will  cover  the  rest  of  it  in  questions. 
Thank  you. 

STATEMENT  OF  FLORENCE  FRUCHER,  DIRECTOR,  NEW  YORK 
CITY  OFFICE  OF  HEALTH  SYSTEMS  MANAGEMENT,  NEW  YORK 
STATE  DEPARTMENT  OF  HEALTH 

Ms.  Frucher.  I  will  do  my  best  to  honor  that.  Hello,  I  am  Flor- 
ence Frucher.  I  am  the  director  of  the  New  York  City  Office  of 
Health  Systems  Management  for  the  New  York  State  Department 
of  Health.  Generally  speaking,  my  office  is  responsible  for  survey- 
ing all  of  the  health  care  facilities  in  New  York  City  in  the  five 
boroughs,  for  participation  in  Medicare  and  Medicaid  as  well  as 
compliance  with  the  public  health  laws  of  New  York  State. 

My  testimony  this  morning  will  focus  on  the  efforts  that  are  un- 
derway to  improve  access  of  Medicaid  patients  to  care  in  New  York 
City  and  simultaneously  efforts  underway  to  try  to  better  ensure 
good  quality  in  that  care.  I  am  also  prepared  however  to  discuss 
some  of  our  own  surveillance  efforts  of  the  facilities  that  we  char- 
acterize comparatively  as  community  based,  leaning  more  toward 
primary  care. 

There  are,  as  you  know  as  well,  continuous  efforts  underway  to 
survey  hospitals,  nursing  homes,  home  health  agencies,  which  also 
employ  many  physicians  who  are  subsidized  by  the  Medicaid  Pro- 
gram and  my  office  interacts  with  the  office  of  professional  medical 
conduct  in  the  sense  that  through  our  surveillance  findings,  we  are 
often  in  the  position  of  referring  individual  doctors  by  name  for 
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further  investigation  by  the  office  of  professional  medical  conduct. 
We  do  not  do  the  direct  individual  investigations  of  doctors'  per- 
formance in  our  own  office.  We  do  initial  investigations  that  lead 
us  to  refer  to  the  office  of  professional  medical  conduct. 

So,  this  morning,  my  testimony  will  concentrate  on  efforts  under- 
way to  improve  access  to  care  by  Medicaid  patients. 

I  am  here  to  discuss  the  role  and  activities  of  the  New  York 
State  Department  of  Health  and  specifically  the  office  of  health 
systems  management,  in  promoting  high  quality,  cost  effective 
health  care  services  for  Medicaid  beneficiaries  residing  in  New 
York  State.  I  will  describe  a  number  of  initiatives  which  are  or  will 
soon  be  operational  which  are  designed  to  improve  access  to  and 
the  availability  of  comprehensive  high  quality  and  cost  effective 
health  care  services.  In  a  number  of  these  initiatives,  we  specifical- 
ly tie  increased  funding  to  higher  standards  for  care  and  services. 

I  am  not  here  to  concentrate  on  the  policing  activities  as  I  say. 
Although  they  are  an  important  aspect  of  what  we  do,  so  are  our 
efforts  to  improve  the  availability  and  quality  of  care  for  Medicaid 
beneficiaries.  Data  has  shown  that  Medicaid  beneficiaries  generally 
have  a  higher  need  for  and  more  limited  access  to  care  than  indi- 
viduals of  higher  socioeconomic  standing.  Accordingly,  the  Depart- 
ments of  Health  and  Social  Services  believe  that  the  greatest 
impact  on  the  health  and  well  being  of  Medicaid  beneficiaries  can 
be  achieved  through  programs  which  improve  access  to  high  qual- 
ity, well  coordinated,  managed  care. 

An  important  cornerstone  of  our  efforts  involves  increasing 
access  to  private  practice  and  other  noninstitutional  alternative 
providers  whose  services  are  frequently  not  readily  available  to 
Medicaid  recipients  in  many  areas  of  New  York  State.  Physicians 
in  private  practice  generally  function  outside  of  the  scrutiny  of  the 
department  of  health  except  insofar  as  they  treat  patients  in  insti- 
tutional settings,  or  participate  in  organized  systems  of  care  such 
as  health  maintenance  organizations  or  HMO's  which  are  certified 
and  regulated  by  our  department.  Therefore,  access  is  greatly  im- 
proved through  initiatives  which  promote  increased  involvement  by 
private  and  group  practitioners  and  improved  linkages  between 
such  providers  and  traditional  Medicaid  providers  such  as  commu- 
nity health  centers  and  hospitals.  In  addition,  by  virtue  of  partici- 
pation in  the  Medicaid  Program  through  organized  service  delivery 
systems  which  operate  in  accordance  with  various  requirements  of 
the  public  health  law,  increasingly  greater  numbers  of  private 
practitioners  are  brought  under  the  scrutiny  of  the  OHSM  regard- 
ing such  areas  as  quality  assurance. 

My  testimony  will  now  highlight  a  number  of  those  efforts  un- 
derway or  under  development,  all  of  which  are  designed  to  improve 
access  to  Medicaid  beneficiaries. 

All  of  these  programs  channel  improved  payment  and  Medicaid 
clients  toward  a  wider  array  of  providers  than  is  currently  avail- 
able and  contain  requirements  designed  to  safeguard  and  promote 
a  consistently  high  level  of  quality. 

The  first  of  these  is  prepaid  health  services  plans  or  PHSP's.  In 
June  1984,  the  New  York  State  Legislature  passed  comprehensive 
legislation  which  paved  the  way  for  the  State  to  undertake  major 
initiatives  designed  to  reform  the  Medicaid  Program.  Chapter  904 
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of  the  laws  of  1984,  which  came  to  be  known  as  the  Medicaid 
Reform  Act.  authorized  the  development  and  implementation  of 
new  alternatives  to  the  traditional  fee  foi"  service  systems.  The  ob- 
jective of  these  alternative  arrangements  was,  and  is,  to  improve 
access  to  and  the  availability  of  quality,  managed  and  coordinated 
care,  while  simultaneously  reducing  the  growth  rate  of  costs. 

PHSP's  are  diverse  provider  organizations  consisting  primarily  of 
consortiums  of  diagnostic  and  treatment  centers  and  hospitals,  and 
in  some  instances,  private  and  group  practices.  PHSP's  provide 
comprehensive  care  and  benefits  to  voluntarily  enrolled  Medicaid 
beneficiaries  on  a  prepaid  or  capitated  basis.  Services  which  by  and 
large  mirror  those  available  on  a  fee  for  service  basis,  include  all 
primary  medical  care  services,  physician  specialty  services,  in-pa- 
tient services,  and  such  ancillary  services  as  laboratory,  radiology, 
and  pharmacy  services.  Care  is  financed  through  development  of 
an  actuarially  sound  monthly  premium,  or  capitation  rate.  This 
premium  is  made  available  to  providers  on  a  monthly  basis  for 
each  enrollee  to  support  the  provision  of  care,  regardless  of  actual 
utilization.  Through  the  management  of  services  by  a  primary  care 
gatekeeper,  ail  necessary  services  are  made  available  and  the  utili- 
zation of  unnecessary  services  is  minimized.  PKSP's  are  required  to 
meet  the  vast  majority  of  requirements  contained  in  article  44  of 
the  public  health  law,  under  which  HMO's  are  certified  and  regu- 
lated. Through  this  requirement,  PHSP's  and  the  participating  pro- 
viders comprising  such  programs  must  meet  extensive  regulatory 
requirements  in  the  areas  of  quality  assurance,  utilization  review, 
and  overall  program  and  fiscal  management. 

There  are  currently  a  total  of  five  PHSP's  operating  in  New 
York  State,  with  one  additional  program,  authorized  by  separate 
legislation  but  functionally  identical,  operating  at  the  Lutheran 
Medical  Center  in  Brooklyn.  The  programs  have  been  in  operation 
for  varying  lengths  of  time,  ranging  from  1%  years  to  4  years. 

The  experience  with  PHSP's  has  been  extremely  encouraging  to 
date.  The  evaluation  has  shown  the  programs  to  be  cost  effective, 
saving  the  New  York  State  Medicaid  Program  approximately  $1.2 
million  so  far,  based  on  the  experience  of  those  programs  through 
June  1989.  The  figure  is  in  comparison  to  historical  fee  for  service 
expenditures,  and  will  require  further  longitudinal  study  to  deter- 
mine the  true  cost  impact.  Utilization  data  has  also  been  extremely 
encouraging  showing  significant  utilization  rate  reduction  in 
almost  every  category  with  no  apparent  diminution  in  the  quality 
of  care.  Again,  these  conclusions  are  based  on  a  sample  too  small  to 
ensure  statistical  validity,  and  the  program  will  require  continual 
monitoring  and  evaluation  as  it  expands. 

The  second  example  of  a  program  that  I  would  like  to  discuss 
this  morning  is  HMO's.  Increased  participation  by  HMOs  holds 
particular  promise  for  improving  access  to  nontraditional  providers 
and  the  availability  of  well  managed  high  quality  care.  The  total 
number  of  HMO's  in  New  York  State  has  now  increased  from  13  in 
1984  to  29.  Most  HMO's  certified  in  the  State  are  independent  prac- 
tice association  or  IPA  models  comprised  primarily  of  private  and 
group  practitioners.  As  previously  mentioned,  HMO's  and  the  indi- 
vidual providers  of  which  they  are  comprised  are  subject  to  com- 
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prehensive  requirements  regarding  program  management,  benefit 
requirements  and  the  quality  of  care. 

In  the  past  2  years,  the  enrollment  of  Medicaid  beneficiaries  in 
HMO's  has  increased  slowly,  but  significantly.  Presently,  six 
HMO's  provide  services  to  beneficiaries  in  eight  counties,  including 
New  York  City,  with  total  enrollment  of  approximaiely  31,779, 
When  combined  with  enrollment  with  PHSP's,  approximately 
46,774  beneficiaries  are  currently  enrolled  in  managed  care  pro- 
grams in  New  York  State. 

Efforts  to  increase  participation  by  HMO's  and  commensurately 
the  enrollment  of  beneficiaries  in  managed  care  plans,  will  contin- 
ue in  the  future.  In  addition,  both  State  departments  are  working 
in  conjunction  with  the  New  York  City  Human  Resources  Adminis- 
tration regarding  the  development  and  implementation  of  the  Man- 
aged Care  Demonstration  Program.  This  demonstration,  authorized 
by  chapter  710  of  the  laws  of  1988  permits  the  development  of  a 
managed  care  program  which  features  mandatory  beneficiary  en- 
rollment. 

Presently,  plans  call  for  the  program  to  be  implemented  in  a 
select  high  need  area  of  southwest  Brooklyn.  Beneficiaries  will  be 
afforded  a  chance  of  a  minimum  of  three  HMO  programs,  but  will 
be  required  to  enroll  in  one  such  plan  with  exemption  granted  only 
for  defined  cause.  A  number  of  major  HMO's  have  responded  to  an 
RFP  circulated  by  the  Human  Resources  Administration  in  Decem- 
ber 1989  for  participation  in  this  program,  and  are  now  actively  en- 
gaged in  program  development.  While  this  program  will  initially  be 
limited  to  southwest  Brooklyn,  if  successful,  expansion  into  other 
areas  of  New  York  City  and  the  State  is  anticipated. 

Mr.  Weiss.  Ms.  Frucher,  I  think  you  have  done  roughly  around 
your  10  minutes  and  the  rest  of  it  will  be  entered  into  the  record  in 
its  entirety,  and  we  will  see  if  we  can  cover  some  of  it  in  questions. 

Ms.  Frucher.  Fine;  thank  you. 

[The  prepared  statement  of  Ms.  Frucher  follows:] 
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Preoared  Statement  of  Florence  Frucher,  Director,  New  York  City 
Office  of  Health  Systems  Manage  iient ,  New  York  State  Oe.-^''..-' 
o-*"  Hea  i  Tji 

Good  morning,  I  am  here  to  discuss  the  role  and  activities  of  the 
New  York  State  Department  of  Health  (NYSDOH) ,  anc  specifically  the  Office 
of  Health  Systems  Management  (OHSM),  in  promoting  high  quality,  cost 
effective  health  care  services  for  Medicaid  beneficiaries  residing  in  New 
York  State.    I  will  describe  a  number   of  initiatives  which  are  or  will  soon 
be  operational,  which  are  designed  to  improve  access  to  and  the  availability 
of  comprehensive,  high  quality  and  cost  effective  health  care  services. 
In  a  number  of  these  initiatives,  we  specifically  tie  increased  funding  to 
higher  standards,  for  care  and  services.    I  am  not  here  to  concentrate  on 
the  "policing"  activities  of  the  Office  of  Health  Systems  Management  as  they 
pertain  to  the  Medicaid  program.    That  is  an  important    aspect  of  what  we 
do,  but  so  are  our  efforts  to  improve  the  availability  and  quality  of  health 
care  services  for  Medicaid  beneficiaries  and  that  is  what  I  would  like  to  i 
discuss  with  you  today.    Data  has  shown  that  Medicaid  beneficiaries 
generally  have  a  greater  need  for  and  more  limited  access  to  care  than 
individuals  of  higher  socio-economic  standing.    Accordingly,  the 
Departments  of  Health  and  Social  Services  believe  that  the  greatest  impact 
on  the  health  and  well  being  of  Medicaid  beneficiaries  can  be  achieved 
through  programs  which  improve  access  to  high  quality,  well  coordinated, 
managed  care.    Accordingly,  we  have  concentrated  our  efforts  on  programs 
designed  to  promote  this  objective.    An  important  cornerstone  of  these 
efforts  involves  increasing  access  to  private  practice  and  other 
non-institutional  alternative  providers,  whose  services  are  frequently  not 
readily  available  to  Medicaid  recipients  in  many  areas  of  New  York  State. 
Physicians  in  private  practice  generally  function  outside  of  the  scrutiny 
of  the  Department  of  Health,  except  in  so  far  as  they  treat  patients  in 
institutional  settings,  or  participate  in  organized  systems  of  care,  such 
as  Health  Maintenance  Organizations  (HMOs),  which  are  certified  and 
regulated  by  the  State  Department  of  Health.    Therefore,  access  is  greatly 
improved  through  initiatives  which  promote  increased  involvement  by  private 
and  group  practitioners,  and  improved  linkages  between  such  providers  and 
traditional  Medicaid  providers,  such  as  community  health  centers  and 
hospitals.    In  addition,  by  virtue  of  participation  in  the  Medicaid  program 
through  organized  service  delivery  systems  which  operate  in  accordance  with 
various  requirements  of  the  Public  Health  Law,  increasingly  greater  numbers 
of  private  practitioners  are  brought  under  the  scrutiny  of  the  OHSM 
regarding  such  areas  as  quality  assurance. 

My  testimony  will  highlight  a  number  of  efforts  under  way  or  under 
development,  all  of  which  are  designed  to  improve  access  for  Medicaid 
beneficiaries  to  managed,  high  quality  health  care  services.    These  include 
the  following; 

o  the  transition  of  the  Prenatal  Care  Assistance  Program  (PCAP) 
into  a  Medicaid  eligibility  program  for  prenatal  services  to 
women  up  to  185%  of  the  poverty  level,  effective 
January  1,  1990;  ^ 

0  the  five  prepaid  health  services  plans  (PHSPs)  serving 
Medicaid  clients  in  Syracuse,  Westchester,  the  Bronx, 
Manhattan  and  the  Southern  Adirondack  region;  and  the 
similar  program  authorized  by  separate  legislation 
which  serves  Medicaid  beneficiaries  residing  in 
specific  areas  of  Brooklyn; 
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0  six  HMOs  that  have  executed  contracts  to  serve  Medicaid 
recipients  in  eight  counties; 

o  the  Managed  Care  Demonstration  project  to  be  implemented  by 
the  State  Department  of  Social  Services,  with  cooperation 
by  the  Department  of  Health; 

0  the  development  of  a  reimbursement  system  called  Products 
of  Ambulatory  Care  (PACS)  that  reimburses  selected  providers 
for  high  quality  care  to  their  patients.    The  "preferred 
primary  care  program"  that  is  proposed  for  implementation 
would  reimburse  providers  appropriately  for  services  delivered 
primarily  to  the  lou/  income  population; and 

0  support  to  community  health  centers  through  availability  for 
loans/funds  for  leasehold  arrangements  or  low-interest  loans 
for  capital  improvements. 

All  these  programs  channel  improved  payment  and  Medicaid  clients 

toward  a  wider  array  of  providers  than  is  currently  available,  and  contain 

requirements  designed  to  safeguard  and  promote  a  consistently  high  level 
of  quality. 
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PREPAID  HEALTH  SERVICE  PLANS  (PHSPs) 

In  June  of  1984,  the  New  York  State  Legislature  passed 
comprehensive  legislation  which  paved  the  way  for  the  State  to  undertake 
major  initiatives  designed  to  reform  the  Medicaid  program.    Chapter  904  of 
the  Laws  of  1984,  which  came  to  be  know;n  as  the  Medicaid  Reform  Act, 
authorized  the  development  and  implementation  of  new  alternatives  to  the 
traditional  fee  for  service  systems.    The  objective  of  these  alternative 
arrangements  was,  and  is,  to  improve  access  to  and  the  availability  of  high 
quality,  managed  and  coordinated  care,  while  simultaneously  reducing  the 
growth  rate  of  costs.    Among  other  features,  the  legislation  promotes  the 
concept  of  managed  care  through  provisions  designed  to  increase  the 
involvement  of  HhlOs  in  the  Medicaid  arena,  and  through  authorization  for 
the  development  and  certification  of  Prepaid  Health  Service  Plans  (PHSP). 
I  will  discuss  the  mo  initiative  in  the  Medicaid  program  in  subsequent 
portions  of  this  testimony.    In  this  section  I  will  concentrate  on  PHSPs. 

PHSPs  are  diverse  provider  organizations  consisting  primarily  of 
consortiums  of  diagnostic  and  treatment  centers  and  hospitals,  and  in  some 
instances,  private  and  group  practices.    PHSPs  provide  comprehensive  care 
and  benefits  to  voluntarily  enrolled  Medicaid  beneficiaries,  on  a  prepaid 
or  capitated  basis.    Services,  which  by  and  large  mirror  those  available 
on  a  fee  for  service  basis,  include  all  primary  medical  care  services, 
physician  specialty  services,  in-patient  services,  and  such  ancillary 
services  as  laboratory,  radiology,  and  pharmacy  services.    Care  is  financed 
through  development  of  an  actuarially  sound  monthly  premium,  or  capitation 
rate.    This  premium  is  made  available  to  providers  on  a  monthly  basis  for 
each  cnrollee  to  support  the  provision  of  care,  regardless  of  actual 
utilization.    Through  the  management  of  services  by  a  primary  care 
gatekeeper,  all  necessary  services  are  made  available,  and  the  utilization 
of  unnecessary  services  is  minimized.    PHSPs  are  required  to  meet  the  vast 
majority  of  requirements  contained  in  Article  44  of  the  Public  Health  Law, 
under  which  HMOs  are  certified  and  regulated.  Through  this  requirement, 
PHSPs  and  the  participating  providers  comprising  such  programs  must  meet 
extensive  regulatory  requirements  in  the  areas  of  quality  assurance, 
utilization  review,  and  overall  program  and  fiscal  management.    They  thus 
fall  under  the  on-going  scrutiny  of  the  Department  in  such  areas. 

There  are  currently  a  total  of  five  PHSPs  operating  in  New  York 
State,  with  one  additional  program,  authorized  by  separate  legislation  but 
functionally  identical,  operating  at  the  Luthern  Medical  Center  in 
Brooklyn.    Programs  have  been  in  operation  for  varying  lengths  of  time, 
ranging  from  one  and  three  quarter  years  to  four  years.  Operational 
programs  and  current  enrollment  are  as  follows: 
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PHSP 


Area  Served 


Enrollment 


February  1990 


Lutheran  Med.  Ctr 
Total 


Manhattan  PHSP 


Bronx  Health  Plan 
Westchester  PHSP 
Syracuse  PHSP 
CompreCare  PHSP 


Portions  of  the  Bronx 
Majority  of  Westchester 
Majority  of  Onondaga  County 
Warren.  Saratoga,  Hamilton, 

Essex.  &  Washington  Counties 
Washington  Heights  (Manhattan), 
Riverside  Central  Harlem, 
Lower  East  Side  &  Chinatown 
Portion  of  Brooklyn 


1237 
3399 
13,175 


4716 
1099 
1204 


520 


The  experience  of  PHSPs  has  been  extremely  encouraging  to  date.  The 
evaluation  of  PHSPs  has  shown  the  programs  to  be  cost  effective,  saving  the 
New  York  State  Medicaid  program  approximately  $1.2  million,  based  on  the 
experience  of  PHSPs  through  June  1989.    The  figure  is  in  comparison  to 
historical  fee-for-services  expenditures,  and  will  require  further 
longitudinal  study  to  determine  the  programs  true  cost  impact,  Utili2ation_ 
data  has  also  been  extremely  encouraging,  showing  significant  utilization' 
rate  reduction  in  almost  every  category „ with  no  apparent  dimunition  in  the 
quality  of  care.    Again,  these  conclusions  are  based  on  a  sample  too  small 
to  ensure  statistical  validity,  and  the  program  will  require  continual 
monitoring  and  evaluation  as  it  expands.    However,  the  trends  now  apparent 
bode  a  propitious  future  for  PHSPs  and  similar  capitated  programs  to  provide 
high  quality,  cost  effective  services  to  low  income  populations. 
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HMOs 

As  previously  specified,  the  Medicaid  Reform  Act  of  1984  includes 
provisions  intended  to  encourage  the  participation  of  HMOs  in  the  delivery 
of  services  to  Medicaid  beneficiaries.  These  include  the  requirement  that 
county  social  services  districts  contract  iwith  HMO's  for  the  provision  of 
services  to  beneficiaries  in  those  instances  in  which  HMO  services  are 
accessible  to  the  population  in  question,  and  may  be  delivered  on  a  cost 
effective  basis.   An  additional  statutory  requirement  is  provided  by  Section 
98.6(1)  of  Part  98,  lONYCRR,  which  requires  that  all  HMOs  demonstrate 
willingness  to  provide  services  to  Medicaid  beneficiaries  as  a  condition 
of  certification  and/or  expansion,    with  such  legislative  authority,  the 
State  Departments  of  Health  and  Social  Services  have  been  working 
cooperatively  to  increase  HMO  participation  in  the  Medicaid  program. 
Increased  participation  by  HMOs  holds  particular  promise  for  improving 
access  to  non-traditional  providers  and  the  availability  of  well  managed, 
high  quality  care.    The  total  number  of  HMOs  in  New  York  State  has  now 
increased  from  13  in  1984  to  29.    Most  HMOs  certified  in  the  State  are 
Independent  Practice  Association  (IPA)  models,  comprised  primarily  of 
private  and  group  practitioners.    As  previously  mentioned,  HMOs,  and  the 
individual  providers  of  which  they  are  comprised,  are  subject  to 
comprehensive  requirements  regarding  program  management,  benefit 
requirements  and  the  quality  of  care,  among  other  items.    Under  Part  98 
regulations,  all  HMOs,  are  required,  for  example,  to  develop,  implement  and 
document  formal  and  systematic  procedures  to  review  the  quality  of  care  on 
an  ongoing  basis,  develop  and  implement  corrective  actions  for  identified 
deficiencies,  and  conduct  follow-up  to  ensure  that  all  deficiencies  are 
satisfactorily  addressed.   These  requirements  extend  to  all  levels  and  types 
of  care  rendered  by  the  HMO  (primary  and  specialty  outpatient  care, 
inpatient  care,  etc.)  and  to  all  types  of  providers.    Moreover,  all  HMOs 
are  required  to  utilize  and  document  specific  physician  credentialing 
procedures.    Such  requirements  comprise  important  safeguards  in  helping  to 
ensure  the  high  quality  of  care. 

In  the  past  two  years,  the  enrollment  of  Medicaid  beneficiaries  in  HMOs 
has  increased  slowly,  but  significantly.    Presently,  six  HMOs  provide 
services  to  beneficiaries  in  eight  counties  (including  NYC),  with  total 
enrollment  of  approximately  31,779.    When  combined  with  enrollment  in  PHSPs, 
approximately  46,774  beneficiaries  are  currently  enrolled  in  managed  care 
programs  in  New  York  State. 

Efforts  to  increase  participation  by  HMOs  and,  conmcnsurately ,  the 
enrollment  of  beneficiaries  in  managed  care  plans,  will  continue  in  the 
future.    Presently,  approximately  a  dozen  HMOs  have  submitted  proposals  of 
varying  degrees  of  completeness  to  develop  contracts  with  local  social 
service  authorities.    The  State  Departments  of  Health  and  Social  Services, 
Together  with  local  government  authorities,  will  continue  to  work  closely 
with  HMO  officials  to  bring  these  plans  to  fruition.    In  addition,  both 
State  Departments  are  working  in  conjunction  with  the  New  York  City  Human 
Resources  Administration  regarding  the  development  and  implementation  of 
the  Managed  Care  Demonstration  Program.    This  demonstration,  authorized  by 
Chapter  710  of  the  Laws  of  1988,  permits  the  development  of  a  managed  care 
program  which  features  mandatory  beneficiary  enrollment.    Presently,  plans 
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re- 
call for  the  program  to  be  implemented  in  a  select,  high  need  area  of  S.Uf. 
Brooklyn.    Beneficiaries  will  be  afforded  a  choice  of  a  minimum  of  three 
HMO  programs,  but  will  be  required  to  enroll  in  one  such  plan  (with 
exemption  granted  only  for  defined  cause).    A  number  of  major  HMOs  have 
responded  to  an  RFP  circulated  by  the  Human  Resources  Administration  in 
December  1989  for  participation  in  this  program,  and  are  now  actively 
engaged  in  program  development.  While  this  program  will  initially  be  limited 
to  S.W.  Brooklyn,  if  successful,  expansion  into  other  area  of  New  York  City 
and  the  State  is  anticipated. 
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Primary  Care  Development  Program 
(Preferred  Primary  Care  Providers) 


In  addition  to  promoting  in^roved  access  and  enhanced  quality  through 
the  availability  of  managed  care  programs  operated  by  HMOs  and  similar 
prepayment  programs,  the  Department  of  Health  is  currently  developing  a  new 
initiative  designed  to  provide  increased  financial  incentives  for  the 
involvement  of  private  physicians,  hospitals,  and  coninunity  health  centers 
in  the  Medicaid  program.  Essentially,  this  initiative  would  allow  for  the 
application  of  a  price  based  reimbursement  mechanism,  known  as  the  Products 
of  Ambulatory  Care,  or  "PACS",  to  compensate  such  practitioners  for  services 
provided  to  the  Medicaid  population. 

The  Products  of  Ambulatory  Care  (PACS)  classification  is  a  matrix  of 
twenty- four  patient  "product"  or  "resource"  groups  that  recognize  and 
categorize  patient  and  service  characteristics  in  ambulatory  care.   The  PACS 
establish  a  resource  value  for  each  type  of  visit/product.    Each  PAC  is 
based  on  both  patient  characteristics  and  the  services  provided  during  a 
visit.    The  PACS  classification  is  based  on  the  concept  of  bundling  related 
medical  services  into  an  ambulatory  visit  package  which  incorporates  both 
provider  and  ancillary  services  related  to  a  visit.    The  pricing  of  these 
packages  introduces  incentives  not  found, within  the  present  cost  based 


This  methodology  should  result  in  enhanced  Medicaid  reimbursement  for 
primary  care  services.    Private  practitioners,  now  reimbursed  under  a 
defined  fee  schedule,  will  be  eligible  for  the  categorically  higher  levels 
provided  under  the  PACS.    Hospital  OPDs  will  be  able  to 
gain  much  higher  levels  of  reimbursement,  in  an  array  of  discrete  service 
categories.    Currently,  hospitals  in  New  York  State  are  reimbursed  under 
an  all  inclusive  rate,  which  has  been  capped  for  approximately  eight  years. 


However,  in  order  to  access  the  PACs  reimbursement  methodology  and  the 
potentially  higher  levels  of  reimbursement  with  which  it  is  associated, 
private  practice,  OPD  and  other  providers  will  be  required  to  demonstrate 
the  capacity  for  certain  defined  enhancements  which  concern  the  delivery 
of  care.    Depending  on  the  type  of  provider  and  services  in  question,  such 
enhancements  may  include,  but  are  not  limited  to: 


arrangements  for  managed,  coordinated  care; 
adherence  to  defined  quality  assurance  standards; 
provision  of  24  hour  access; 

establishment  of  standards  for  physician  qualifications; 
procedures  for  the  formal  review  of  physician  credentials; 
provision  or  arrangement  of  a  minimum  package  of  defined 
services; 

development  of  hospital  admitting  and  attending  relationships. 


Essentially,  through  an  RFP  or  another  process  under  which  adherence 
to  a  defined  set  of  requirements  may  be  demonstrated,  a  number  of  "preferred 
primary  care"  providers  will  be  identified.    These  providers  will  be  able 
to  access  the  reimbursement  levels  authorized  under  the  PACs 


systems. 
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in  return  for  adherence  to  certain  defined  standards  of  practice.  These 
standards  will  be  designed  to  promote  formal,  cooperative  relationships 
between  providers,  such  as  D  &  TCs  and  hospital  OPSs,  thereby  promoting 
arrangements  conducive  to  the  continuity  of  services. 

This  program  is  still  in  the  developmental  stage.    Regulatory  changes 
necessary  to  permit  implementation  are  still  under  review.  Authorization 
for  application  of  the  PACs  methodology  is  proposed  as  part  of  the 
Governor's  1990-91  budget  bill,  for  adoption  by  April  1,  1990.  The 
program's  current  target  effective  date  is  July  of  1990. 
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PCAP 

New  York  State  has  recently  made  substantive  changes  to  its  Prenatal 
Care  Assistance  Program  (PCAP).    These  changes  are  designed  to  increase 
access  to  and  the  availability  of  services  for  low  income  populations. 
These  changes  are  also  designed  to  ensure  the  provision  of  consistently  high 
quality  care. 

Specifically,  on  July  20,  1989,  Governor  Cuomo  signed  a  bill  to  amend 
the  Public  Health  and  Social  Services  Laws  to  expand  Medicaid  eligibility 
for  pregnant  women  and  infants  up  to  one  year  of  age  whose  families  have 
household  incomes  up  to  185%  of  the  federal  poverty  guidelines.  This 
legislation  provides  that  all  eligible  pregnant  women  can  receive 
comprehensive  prenatal  care  services  and  authorizes  the  Corrmissioner  of 
Health  to  set  standards  for  these  services  and  increase  their  availability. 
The  new  legislation  extends  eligibility  to  qualify  as  a  comprehensive 
prenatal  care  service  provider  to  any  enrolled  provider  under  the  Medical 
Assistance  (Medicaid)  Program. 

In  essence,  this  legislation  changed  PCAP  from  a  grant  program  to  an 
entitlement  program.    Through  the  expansion  of  Medicaid  eligibility, 
greater  numbers  of  low  income  individuals,  who  previously  could  not  access 
services  under  the  PCAP,  will  be  able  to  avail  themselves  of  such  services. 
Under  this  program,  specific  providers  have  been  designated  as 
comprehensive  prenatal  service  providers  on  the  basis  of  responding  to  a 
Request  for  Applications  (RFA),  designed  to  demonstrate  adherence  to  a 
defined  set  of  practice  standards.    These  standards  exceed  those  contained 
in  parts  405  and  750  of  the  State  Hospital  Code,  to  which  all  providers  of 
prenatal  services  must  comply.    They  concern  such  requirements  as  the 
provision  of  education  and  outreach  services;  the  establishment  and 
implementation  of  a  program  of  nutrition  services  and  counseling;  the 
development  and  implementation  of  risk  assessment  procedures  and 
protocols;  and  the  development  of  provider  linkages  designed  to  improve  the 
continuity  of  care.    Selected  providers  will  be  responsible  for  providing 
a  wide  range  of  services,  including  outreach,  presumptive  eligibility 
screening,  risk  assessment,  nutrition  services,  health  education, 
psychosocial  assessment,  primary  medical  services,  postpartum  services, 
care  coordination  and  quality  assurance  in  accordance  with  the  standards 
set  by  the  Department  of  Health  for  participation  in  this  program. 

In  return  for  the  delivery  of  comprehensive  services  which  meet 
standards  defined  by  the  Department  of  Health,  all  Article  28  providers  who 
are  designated  as  comprehensive  prenatal  service  providers  will  be 
reimbursed  for  prenatal  ambulatory  services  through  a  new  Medicaid  rate 
schedule.    A  comparable  fee  schedule  is  being  developed  for  non  Article  28 
providers. 

The  authorizing  legislation  for  this  program  took  took  effect  on 
January  1,  1990.    Presently,  designated  comprehensive  prenatal  care 
providers  have  been  identified  through  response  to  an  RFA  circulated 
throughout  the  State  in  December  1989.    These  providers  may  now  access  the 
higher  reimbursement  levels  described  during  the  coming  year.    We  will 
closely  monitor  practitioner  performance  to  ensure  adherence  to  defined 
standards  for  program  participation. 
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Support  to  CHCs 

The  Department  of  Health  is  also  devoting  considerable  attention  to 
initiatives  designed  to  increase  the  capital  available  to  Diagnostic  and 
Treatment  Centers.  These  facilities  are  major  providers  of  care  to  Medicaid 
beneficiaries  throughout  the  State.    In  many  instances,  beneficiaries 
represent  the  single  largest  payor  group  served  by  these  facilities. 

Specific  initiatives  under  development  include  a  proposal  to  amend  the 
New  York  State  Medical  Care  Facilities  Finance  Act  to  enable  the  State's 
Medical  Care  Facilities  Finance  Agency  (MCFFA)  to  make  mortgage  loans  to 
diagnostic  and  treatment  centers  for  leased  capital  assets.  The  Department 
of  Health  has  also  introduced  a  related  legislative  proposal  which  would 
authorize  the  establishment  of  a  revolving  loan  fund  for  the  purpose  of 
advancing  loans,  with  the  consent  of  the  Commissioner  of  Health,  to 
diagnostic  and  treatment  centers  to  finance  development  costs  for  projects 
targeted  at  expanding  comprehensive  primary  care  services  to  underserved 
populations  or  geographic  regions. 

Diagnostic  and  treatment  centers,  such  as  comprehensive  primary  care 
centers,  play  a  vital  role  in  New  York  State's  health  care  system, 
particularly  iji- areas  of  the  State  which  are  medically  underserved.  Many 
centers  are  in  need  of  capital  to  expand  services,  undertake  major 
renovations  or  move  to  new  locations.    There  is  litti.  ^opportunity ,  however, 
for  them  to  accumulate  necessary  funds  to  plan  capital  projects. 

Many  centers  receive  extensive  state  and  federal  government  support. 
Due  to  the  structure  and  constraints  of  government  programs,  however,  the 
State  cannot  guarantee  multi-year  funding  required  by  institutions 
providing  long  term  financing.    Nevertheless,  these  centers  have  been 
serving  their  communities  for  a  number  of  years  and  are  financially  stable. 
While  the  mission  of  many  centers  is  to  provide  quality  health  care  to 
persons  regardless  of  their  ability  to  pay,  they  also  arc  competing  with 
other  health  care  facilities  for  their  share  of  the  insured  patient  market. 
Crowded  or  poor  physical  plants  make  this  competition  difficult.    A  recent 
survey  of  federally  funded  community  health  centers  in  New  York  State 
revealed  a  need  for  more  that  $48  million  in  facility  repair,  modernization 
and  expansion. 

The  Department  of  Health  has  held  discussions  with  SONVHA,  MCFFA, 
private  institutions,  the  U.S.  Public  Health  Service  and  the  National 
Association  of  Coimunity  Health  Centers  (NACHC)  concerning  assistance  to 
diagnostic  and  treatment  centers  in  obtaining  access  to  capital  financing. 
Prior  to  applying  for  financing,  however,  a  year  to  18  months  of  planning 
and  development  is  required  before  facilities  are  prepared  to  arrange 
funding  from  a  lending  institution.    During  this  time,  costs  arc  incurred 
for  feasibility  studies,  Certificate  of  Need  (CON)  preparation,  and 
architectural  and  legal  fees.    These  project  development  costs  are  estimated 
to  be  between  5  and  10  percent  of  each  project's  total  cost  and  can  be 
included  in  a  subsequent  mortgage.    Currently,  diagnostic  and 
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treatment  centers  use  scare  operating  funds,  often  provided  by  federal  and 
state  grants,  to  pay  for  these  capital  start-up  costs. 

The  current  proposal  would  authorize  the  establishment  of  a  revolving 
fund  which,  with  the  advice  and  consent  of  the  Commissioner  of  Health,  could 
advance  loans  to  not-for-profit  diagnostic  and  treatment  centers  to  finance 
development  costs  related  to  capital  projects  targeted  at  expanding 
comprehensive  primary  health  care  services  to  underserved  populations  and 
geographic  areas.    These  development  costs  would  be  subsequently 
incorporated  into  the  project's  mortgage  loan  application  for  repayment 
back  to  the  revolving  loan  fund.    Loans  would  be  repaid  at  the  mortgage 
closing,  making  receipts  available  to  consider  loans  to  other  eligible 
facilities. 

Furthermore,  in  order  to  accomplish  the  full  objectives  of  this  bill, 
recognition  must  be  given  to  the  fact  that  at  least  half  of  the  diagnostic 
and  treatment  centers  in  New  York  State  occupy  leased  space.    Much  of  this 
space  is  leased  from  municipal  governments,  community  organizations,  or 
general  hospitals  with  lease  terms  jyhich  may  be  significantly  longer  than 
a  potential  mortgage  term.    This  bill  will  allow  MCFFA,  with  sufficient 
security,  to  extend  mortgage  loans  to  not-for-profit  diagnostic  and 
treatment  centers  for  financing  of  leasehold  in?)roveroents. 
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Mr.  Weiss.  Thank  you.  Dr.  Post,  we  will  go  on  with  your  testimo- 
ny. Would  you  please  identify  yourself  for  the  record. 

STATEMENT  OF  JOSEPH  POST,  M.D.,  MEDICAL  COORDINATOR, 
OFFICE  OF  PROFESSIONAL  MEDICAL  CONDUCT,  STATE  OF 
NEW  YORK  DEPARTMENT  OF  HEALTH,  ACCOMPANIED  BY 
CHRIS  STERN  HYMAN,  COUNSEL,  BUREAU  OF  PROFESSIONAL 
MEDICAL  CONDUCT 

Dr.  Post.  I  am  Dr.  Joseph  Post,  recently  retired  from  the  practice 
of  internal  medicine  and  gastroenterology.  I  spent  several  decades 
in  clinical  practice  as  well  as  in  teaching  and  research.  You  have  a 
copy  of  my  curriculum  vitae.  For  10  years — 1976-86 — I  served  as  a 
member  of  the  board  for  professional  medical  conduct  and  sat  on 
hearing  panels  dealing  with  physicians  accused  of  medical  miscon- 
duct. Since  middle  1986  I  have  been  a  consultant  to  the  office  of 
professional  medical  conduct.  I  review  complaints  concerning  doc- 
tors and  help  to  plan  and  to  direct  their  investigations.  I  have  re- 
viewed some  600  complaints  against  physicians  during  this  period. 

During  the  past  year  and  one-half,  I  have  had  occasion  to  review 
many  of  the  cases  of  physicians  who  have  been  disqualified  by  the 
department  of  social  services  of  the  State  from  participation  in  the 
Medicaid  Program  because  of  substandard  medical  care  and/ or 
fraud.  Since  this  constitutes  medical  misconduct,  these  doctors 
have  been  referred  to  our  agency  for  possible  disciplinary  action. 

I  shall  confine  my  remarks  to  the  findings  from  my  reviews  of 
medical  records  referred  by  the  department  of  social  services  and 
to  information  gathered  from  interviews  with  these  doctors.  I  have 
reviewed  about  50  of  these  physicians,  a  small  sample,  but  how  dis- 
graceful nonetheless. 

Most  of  these  physicians  have  been  graduated  from  foreign  medi- 
cal schools,  particularly  those  in  so-called  Third  World  countries. 
Their  required  prelicensing  residency  training  in  the  United  States 
has  often  been  marginal  in  quality. 

After  having  been  licensed  in  our  State,  many  have  gravitated  to 
economically-depressed  areas,  to  practice  in  so-called  Medicaid 
Mills.  They  learn  about  these  places  from  local  newspapers  in  ad- 
vertisements and  by  word  of  mouth.  The  facility  may  be  owned  by 
nonphysicians  or  by  physicians,  sometimes  by  their  fellow  country- 
men. Often  it  is  a  storefront,  walk-in  type  of  clinic.  The  equipment 
may  be  limited  and  may  contain  instruments  for  spirometry,  elec- 
trocardiography, and  audiometry. 

There  is  usually  a  pharmacy  in  close  proximity  to  which  patients 
are  referred.  Many  of  the  doctors  have  worked  in  several  such 
groups  during  successive  periods  or  at  the  same  time.  Often,  the 
ownership  of  the  mill  may  be  difficult  to  trace.  Periodically,  the 
press  reports  on  them  when  their  owners  and  associated  doctors 
have  been  arrested. 

There  is  a  monotonous  similarly  to  the  practice  patterns  of  these 
physicians.  On  occasion,  when  patient  records  have  been  sought  by 
our  agency  during  an  investigation,  these  have  been  unobtainable, 
and,  of  course,  the  absence  of  patient  records  has  blocked  further 
investigation. 
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Inasmuch  as  so  many  of  the  patients  are  drug/alcohcl  addicted, 
and  many  are  transient  residents  at  their  addresses,  little  followup 
is  possible.  Indeed,  often  the  doctor  cannot  be  found.  He  may  move 
about  to  other  offices  or  leave  the  country  or  the  State. 

History  taking  in  these  records  is  inadequate.  The  records  them- 
selves consist  of  illegible  scrawls  which  require  typewritten  transla- 
tion. The  history  will  usually  consist  of  nei'vcusness,  asthma,  stom- 
ach pains,  and  back  pain.  This  is  especially  the  case  with  addicts. 
Physical  examinations  are  sketchy  and  rarely  contribute  signifi- 
cantly to  the  care  of  the  patient. 

There  is  no  planned  study  to  arrive  at  a  diagnosis  and  appropri- 
ate therapy.  Instead,  there  is  often  an  irrelevant  set  of  tests  per- 
formed routinely  at  the  first  visit,  generating  significant  charges. 
Several  doctors  have  told  me  that  blood  samples  v/ere  drawn  by  a 
technician  before  a  patient  was  seen  by  them.  A  long  list  of  expen- 
sive and  irrelevant  blood  tests  is  ordered  and  sent  to  a  particular 
laboratory  at  every  first  visit.  When  test  abnormalities  are  report- 
ed they  are  not  noted  in  the  doctor's  notes,  even  though  the  labora- 
tory report  may  be  in  the  chart.  There  is  no  evidence  that  the  pa- 
tient is  being  informed. 

There  is  gross  overutilization  of  other  unnecessary  tests.  Spiro- 
grams and  electrocardiograms  are  performed  without  medical  indi- 
cations and  these  tracings  are  often  of  very  poor  quality  and  hence 
of  no  diagnostic  value.  Most  electrocardiograms  are  unmarked,  in- 
complete, and  do  not  contain  dates  or  patient  names.  Referrals  for 
sonography  of  the  abdomen  to  a  particular  radiologist  may  be  rou- 
tinely ordered,  without  medical  indications.  I  have  seen  dozens  of 
reports  of  sonograms  performed  by  one  radiologist  who  is  under  in- 
vestigation. All  have  the  same  diagnostic  comments  and  are  nega- 
tive. We  cannot  judge  the  quality  of  the  sonograms  since  the  films 
are  not  available  to  us. 

This  pattern  of  overutilization  is  evident  in  instances  where  un- 
necessary patient  visits  have  been  generated  by  the  physician  for  a 
seemingly  minor  complaint. 

The  prescription  of  drugs  is  also  of  a  mindless  pattern.  Prior  to 
the  placing  of  the  benzodiazepines  on  the  controlled  substances  list 
by  the  State,  Valium  was  prescribed  regularly.  Now,  with  the  need 
for  a  special  prescription  form,  which  is  recorded  at  the  Bureau  of 
Controlled  Substances  in  Albany,  this  family  of  drugs  is  no  longer 
prescribed.  However,  other  new  and  alternative  drugs,  which  are 
permitted  without  prescription,  are  certainly  used.  However,  the 
most  costly  anti-ulcer  drugs,  Tagamet  and  Zantac,  are  prescribed 
for  the  vague  and  uninvestigated  complaints  of  stomach  pains. 
Nonsteroidal  anti-inflammatory  drugs,  Napros)^!  and  Motrin,  are 
given  for  back  pain.  These  drugs  are  irritants  to  the  gastrointesti- 
nal tract  and  may  cause  bleeding.  They  are  contraindicated  in  the 
presence  of  suspected  or  known  gastrointestinal  disease.  Other  ef- 
fective drugs  are  safer  and  much  less  expensive. 

The  inappropriate  prescription  of  the  newest  broad  spectrum 
antibiotics  has  not  only  added  needless  costs  but  has  contributed  to 
the  development  of  bacterial  resistance  when  these  drugs  might 
have  been  life  saving.  Antibiotics  are  prescribed  without  culture  of 
the  source  of  the  infection.  Thus,  cystitis  is  diagnosed  and  treated 
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with  the  expensive  and  broad  spectrum  antibiotic  Cipro  without 
the  benefit  of  urinalysis  and  urine  culture. 

There  is  another  aspect  to  the  type  of  medical  care  herein  de- 
scribed. Few  of  these  physicians  have  hospital  affiliations.  The 
usual  answer  to  the  question,  ''Why  not?''  is  that  "I  am  too  busy 
with  patients."  When  sick  patients  are  encountered,,  they  are  sent 
to  the  neighboring  hospital  emergency  room.  This  ends  the  physi- 
cian's responsibility  for  the  patient's  care,  if  such  ever  existed.  No 
followup  inquiries  are  ever  made. 

We  have  learned  that  the  overprescription  of  expensive  medica- 
tions has  generated  additional  gain  for  some  patients  and  pharma- 
cies. Patients  may  sell  these  drugs  back  to  the  pharmacy  at  a  dis- 
count. This  provides  cash  for  the  patient  and  additional  profit  for 
the  pharmacy  when  the  drug  is  resold.  Periodically,  the  press  re- 
ports the  interlocking  relationships  among  the  clinic  operator,  the 
laboratory  and  the  pharmacy.  The  physician  acts  as  the  catalyst 
for  this  system  and  Medicaid  pays  for  it  all. 

Mr.  Weiss.  Dr.  Post,  you  will  have  to  sum  up  in  about  a  minute 
or  so.  Would  you  do  that  and  then  we  will  cover  the  rest  of  it,  hope- 
fully, in  response  to  questions  that  we  have? 

Dr.  Post.  Clearly,  there  are  reforms  needed  in  the  Medicaid  Pro- 
gram. Indeed,  it  is  questionable  whether  the  system  which  segre- 
gates health  care  is  remediable.  However,  some  reforms  can  be 
made  only  at  the  Federal  level  and  some  only  at  the  State  level.  In 
our  State  the  licensing  process  needs  strengthening.  In  addition, 
studies  are  in  progress  concerning  methods  for  the  periodic  reli- 
censing  of  physicians.  Our  State  medical  disciplinary  laws  need 
reform.  A  bill  currently  being  considered  in  our  State  legislature  is 
designed  to  correct  many  of  the  disciplinary  faults.  Loopholes  in 
the  Medicaid  laws  need  correction,  and  surveillance  resources  need 
strengthening.  Alternative  models  of  health  care  delivery  for  the 
poor  are  needed  to  replace  the  dismal  care  some  now  received.  At 
the  risk  of  sounding  pedantic,  in  our  city,  we  have  been  learning 
that  neglect  eventually  leads  to  more  costly  repair. 

Thank  you  for  affording  me  this  opportunity  to  participate  in 
this  important  hearing. 

[The  prepared  statement  of  Dr.  Post  follows:] 
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Presentation  before  the  Subcommittee  on  Human  Resources  and  Intergovernmental 
Relations  on  March  19,  1990  in  New  York  City 

Prepared  Statement  of  Joseoh  Post,  M.D.,  Medical  Coordinator, 
Office  of  Professional  Medical  Conduct,  State  of  New  York 
Deoartment  of  Health 

I  am  Dr.  Joseph  Post,  recently  retired  from  the  practice  of  internal 
medicine  and  gastroenterology.     I  spent  several  decades  in  clinical 
practice  as  well  as  in  teaching  and  research.    You  have  a  copy  of  my 
curriculum  vitae.     For  10  years  (1976-86)  I  served  as  a  member  of  the 
Board  for  Professional  Medical  Conduct  and  sat  on  hearing  panels  which 
dealt  with  physicians  accused  of  medical  misconduct.     Since  mid-1986  I 
have  been  a  consultant  to  the  Office  of  Professional  Medical  Conduct. 
This  unit  includes  the  investigative  and  prosecutorial  parts  of  the 
disciplinary  process  for  physicians  licensed  in  our  State.  Currently, 
I  review  complaints  concerning  doctors  and  help  to  plan  and  to  direct 
their  investigations.     During  these  3  3/4  years  I  have  reviewed  about 
600  complaints  against  physicians.     This  has  involved  the  examination 
of  office  and  hospital  records.     In  most  cases,   the  respondent  doctor, 
in  company  with  his  lawyer,  has  been  interviewed,   in  an  informal 
meeting  designed  to  permit  him  to  tell  his  side  of  the  story. 

During  the  past  1  1/2  years  I  have  had  occasion  to  review  many  of  the 
cases  of  physicians  who  have  been  disqualified  by  the  Department  of 
Social  Services  (D.S.S.)  of  the  State  from  participation  in  the  Medicaid 
program  because  of  substandard  medical  care  and/or  fraud.     Since  this 
constitutes  medical  misconduct,  these  doctors  have  been  referred  to  our 
agency  for  possible  disciplinary  action. 

I  shall  confine  my  remarks  to  the  findings  from  my  reviews  of  medical 
records  referred  by  the  D.S.S.  and  to  information  gathered  from  inter- 
views with  these  doctors.     To  date,   I  have  reviewed  patient  records  of 
about  50  of  these  physicians  and  have  been  able  to  interview  many.  Some 
have  elected  not  to  be  interviewed. 

Most  of  these  physicians  have  been  graduated  from  foreign  medical  schools, 
particularly  those  in  so-called  third  world  countries.     Their  required 
pre-licensing  residency  training  in  the  U.S.  has  often  been  marginal  in 
quality. 

After  having  been  licensed  in  our  State,  many  have  gravitated  to  economically 

depressed  areas,  to  practice  in  so-called  "Medicaid  Mills."    They  learn 

about  these  places  from  local  newspapers  in  advertisements  and  by  word 

of  mouth.     The  facility  may  be  owned  by  non-physicians  or  by  physicians. 

Sometimes  these  are  their  fellow  countrymen.    Often  it  is  a  "store 

front,  walk-in"type  of  clinic.     The  equipment  may  be  limited  or  may  contain 

instruments  for  spirometry,  electrocardiography  and  audiometry. 

There  is  usually  a  pharmacy  in  close  proximity,  to  which  patients  are 
referred.    These  medical  facilities  and  the  pharmacies  may  close  without 
notice  and  reopen  in  the  same  or  proximate  neighborhood.     Many  of  the 
doctors  have  worked  in  several  such  »troups  during  successive  periods  or 
at  the  same  time.     Often,  the  ownership  of  the  "Mill"  may  be  difficult  to 
trace.     Periodically,  the  press  reports  on  then  when  their  owners  and 
associated  doctors  have  been  arrested. 
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There  Is  a  monotonous  similarity  to  the  practice  patterns  of  these 
physicians.      On  occasion  when  patient  records  have  been  sought  by 
our  agency  during  an  investigation,  these  have  been  unobtainable. 
The  offices  of  the  clinic  may  have  been  closed  and  the  records  have 
disappeared.     When  the  clinic  is  still  in  operation,  the  owner  may 
disclaim  any  responsibility  or  knowledge  of  the  matter,  or  the  physi- 
cian in  question  may  insist  that  the  patient  records  were  shared  with 
other  physicians  and  that  they  are  the  property  of  the  owner  of  the 
clinic.     The  absence  of  patient  records  has  blocked  further  investiga- 
tion. 

Inasmuch  as  so  many  of  the  patients  are  drug/alcohol  addicted,  and 
many  are  transient  residents  at  their  addresses,   little  follow-up 
is  possible.     Indeed,  often  the  doctor  cannot  be  found.     He  may  move 
about  to  other  offices  or  leave  the  country,  or  the  state. 

Patient  records  are  an  essential  part  of  the  medical  practice  and 
are  revealing  of  its  quality.     The  records  of  these  doctors  are 
often  illegible  and  require  typewritten  translation.  History-taking 
is  inadequate  and  most  often  consists  only  of  a  list  of  patient  com- 
plaints eg,  "nervous,  asthma,  stomach  pain,  back  pain."    This  is  espe- 
cially the  case  with  addicts.     Physical  examinations  are  sketchy  and 
rarely  contribute  significantly  to  the  care  of  the  patient.  Those 
who  state  that  they  have  been  under  treatment  elsewhere  for  hyperten- 
sion, may  be  seen  many  times  without  recorded  blood  pressures.  The 
antihypertensive  medications  may  be  continued. 

There  is  no  planned  study  to  arrive  at  a  diagnosis  and  appropriate 
therapy.     Insttad  there  is  often  an  irrelevant  set  of  tests  performed 
routinely  at  the  first  visit,   generating  significant  charges.  Several 
doctors  have  told  me  that  blood  samples  were  drawn  by  a  technician 
before  the  patient  was  seen  by  them.     A  long  list  of  expensive  and 
irrelevant  blood  tests  is  ordered  and  sent  to  a  particular  laboratory 
at  every  first  visit.     When  test  abnormalities  are  reported  they  are 
not  noted  in  the  doctor's  notes,  even  though  the  laboratory  report 
may  be  in  the  chart.     There  is  no  evidence  that  the  patient  has  been 
informed.     Anemia  and  hepatitis  are  common  in  this  addicted  patient 
population  but  these  diagnoses  may  be  ignored  by  the  physician  of 
record. 

There  is  gross  overutilizat ion  of  other  unnecessary  tests.  Spirograms 
and  electrocardiograms  are  usually  performed,  often  without  medical 
indications.     These  tracings  are  often  of  poor  quality  and  hence  of 
no  diagnostic  value.     Most  electrocardiograms  are  unmarked,  incomplete 
and  do  not  contain  dates  or  patient  names.     Referrals  for  sonography 
of  the  abdomen  to  a  particular  radiologist  may  be  routinely  ordered, 
without  medical  indications.     I  have  seen  dozens  of  reports  of  sonograms 
performed  by  one  radiologist,  who  Is  under  investigation.     All  have 
the  same  diagnostic  comments  and  are  negative.     We  cannot  judge  their 
quality  since  they  are  not  available.     On  the  other  hand,  where  a 
chest  film  was  indicated  in  the  case  of  a  chronic  productive  cough,  none 
was  done. 
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The  pattern  of  overutillzation  was  evident  in  instances  where  unneces- 
sary patient  visits  have  been  generated  by  the  physician,  for  a  seemingly 
minor  complaint. 

The  prescription  of  drugs  is  also  of  a  mindless  pattern.     Prior  to 
the  placing  of  the  benzodiazepines  on  the  controlled  substances  list, 
Valium  was  prescribed  regularly.  Now,  with  the  need  for  a  special 
prescription  form,  which  is  recorded  at  the  Bureau  of  Controlled  Sub- 
stances, in  Albany,  this  family  of  drugs  is  no  longer  prescribed. 
However,  the  most  costly  anti-ulcer  drugs,  Tagamet  and  Zantac,  are 
prescribed  for  the  vague  and  uninvestigated  complaints  of  "stomach 
pains,"  formerly  treated  with  baking  soda.     Non-steroidal  anti- inflam- 
matory drugs,  Naprosyn  and  Motrin,  are  given  for  back  pain.  These 
drugs  are  irritants  to  the  gastrolntestional  tract  and  may  cause  bleed- 
ing.    They  are  contraindicated  in  the  presence  of  suspected  known 
gastrointestinal  disease.     Other  effective  drugs  are  safer  and  much 
less  expensive. 

The  inappropriate  prescription  of  the  newest  broad  spectrum  antibiotics 
has  not  only  added  needless  costs  but  has  contributed  to  the  development 
of  bacterial  resistance  when  these  drugs  might  have  been  life  saving. 
Antibiotics  are  prescribed  without  culture  of  the  source  of  the  infec- 
tion.    Thus,  cystitis  is  diagnosed  and  treated  with  Cipro  without 
benefit  of  urinalysis  and  urine  culture. 

There  is  another  aspect  to  the     type  of  medical  care  herein  described. 
Few  of  these  physicians  have  hospital  affiliations.     The  usual  answer 
to  the  question  —  "Why  not?"  —  is  that  "I  amtoo  busy  with  patients." 
When  sick  patients  are  encountered  they  are  sent  to  the  neighboring 
hospital  emergency  room.     This  ends  the  physician's  responsibility 
for  the  patient's  care,  if  such  ever  existed.     No  follow-up  inquiries 
are  made. 

We  have  learned  that  the  over-prescription  of  expensive  medications 
has  generated  additional  gain  for  some  patients  and  pharmacies.  Patients 
may  sell  these  drugs  back  to  the  pharmacy  at  a  discount.     This  provides 
cash  for  the  patient  and  additional  profit  for  the  pharmacy  when  the 
drug  is  resold.     Periodically,  the  press  reports  the  interlocking  relation- 
ships among  the  clinic  operator,  the  laboratory  and  the  pharmacy.  The 
physician  acts  as  the  catalyst  for  this  system  and  Medicaid  pays  for  it 
all. 

A  doctor  may  see  more  than  30  patients  at  a  session  and  his  annual  income 
may  reach  well  over  $150,000  within  a  relatively  short  time.     When  I 
have  asked  about  this,   I  have  been  told  "well,  it's  not  so  much  and  1 
have  expenses." 
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Through  the  diligent  efforts  of  the  Audit  and  Quality  Control  Division 
of  the  D.S.S.   these  doctors  are  identified.     Chart  reviews  are  made 
by  trained  nurses  and  physicians  in  order  to  determine  the  practice 
patterns  of  the  physicians  so  that  their  fitness  to  remain  in  the 
system  may  be  evaluated.     The  excellent  reports  of  these  groups  attest 
to  the  quality  of  their  efforts.     However  such  investigations  require 
a  laige  staff  and  are  costly  to  the  public. 

Because  of  certain  legal  constraints,  when  many  of  these  doctors  have 
been  disqualified  by  D.S.S.   and  are  referred  to  our  office,   it  is 
often  necessary  for  us  to  repeat  the  reviews  of  the  physicians  and 
their  records  as  well  as  some  additional  investigation.     I  would  prefer 
to  leave  the  important  discussion  of  the  relevant  Medicaid  laws  to 
others . 

The  medical  disciplinary  process  in  our  State  is  unique  in  its  cumber- 
some functioning  and  fragmented  structure.     Efforts  to  revoke  the 
licenses  of  fraudulent  and  incompetent  physicians  are  always  slow 
and  often  frustrating  and  ineffective.     During  1986-89,  60  physicians 
were  convicted  on  criminal  charges  for  Medicaid  fraud.     Most  of  these 
convictions  were  in  Federal  courts  but  some  in  State  courts  as  well. 
The  amounts  of  money  involved  in  these  cases  varied  from  $500  to  more 
than  $1,000,000.     Only  20  of  these  physicians  had  their  licenses  revoked 
by  the  Board  of  Regents  of  the  State  Department  of  Education,  the 
final  medical  disciplinary  authority.     Unaccountably,   the  license 
of  the  physician  who  stole  more  than  $1,000,000  wis  not  revoked. 

During  this  period  15  doctors  were  disqualified  from  participation 
in  the  Medicaid  program  after  administrative  hearings  by  the  D.S.S. 
They  were  found  guilty  of  providing  substandard  medicare  care,  over- 
utilization  of  tests  and  treatments,   failure  to  keep  adequate  medical 
records,  billing  for  services  not  rendered  and  the   Improper  prescribing 
of  controlled  substances.     Only  2  had  their  licenses  revoked  by  the 
Board  of  Regents. 

It  would  be  grossly  unfair  to  apply  the  experiences  noted  in  this 
presentation  to  the  many  physicians  who  treat  patients  in  the  Medicaid 
system  and  who  may  be  providing  good  medical  care.     However,  proposals 
have  been  made  to  place  the   35  to  40  million  people  without  health 
insurance  within  the  Medicaid  svstem.     It  would  be  a  great  mistake 
to  accomplish  this  without   first  determining  how  the  Medicaid  system 
is  functioning  and  how  widespread  are  the  abuses  which  have  been  described. 
To  assume  that  this  is  a  problea  confined  to  New  York  City's  economically 
depressed  areas  would  be  unreasonable.     Most  of  our  n.it  Ion's  population 
lives  in  urban  centers  and  t  "^^  poor  .ind  underserved    ire   In  the  depressed 
areas.     Our  social  and  he^lt^  pr^hlexs  In  New  York  City  are  not  unique. 
The  prevalence  of  abuses  eN*wh»r»   inj  th*ir    iltlmat*  costs  should 
be  investigated  in  several   lar<«    ir^.ln  ^enters. 
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Clearly,  there  are  reforms  needed  in  the  Medicaid  program.  Indeed 
it  is  questionable  whether  the  system  which  segregates  health  care 
is  remediable.     However  some  of  the  reforms  can  be  made  only  at  the 
federal  level  and  some  only  at  the  state  level.     In  our  State  the 
licensing  process  needs  strengthening.     In  addition,  studies  are  in  " 
progress  concerning  methods  for  the  periodic  relicensing  of  physicians. 
Our  State  medical  disciplinary  laws  need  reform.     A  bill  currently 
being  considered  in  our  State  legislature  is  designed  to  correct  many 
of  the  medical  disciplinary  faults.     Loopholes  in  the  Medicaid  laws 
need  correction,  and  surveillance  resources  need  strengthening.  Alter- 
nate models  of  health  care  delivery  for  the  poor  are  needed  to  replace 
the  dismal  care  some  now  received.     At  the  risk  of  sounding  pedantic, 
in  our  city  we  have  been  learning  that  neglect  eventually  leads  to 
more  costly  repair. 

Thank  you  for  affording  to  me  the  opportunity  to  participate  in  this 
important  hearing. 


ik>seph  Post,  M.D. 
Medical  Coordinator 
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Mr.  Weiss.  Thank  you  very  much,  Dr.  Post.  Ms.  Hyman,  I  under- 
stand you  have  no  prepared  statement  but  you  are  available  and 
will  respond  to  questions  as  becomes  necessary? 

Ms.  Hyman.  Right. 

Mr.  Weiss.  Good;  thank  you  so  much.  Ms.  Frucher,  I  am  going  to 
see  if  you  can  help  us  at  the  outset  by  sketching  in  where  the  Med- 
icaid patients  are  distributed  and  where  the  Medicaid  dollars  go. 
First,  again,  tell  me  what  your  responsibilities  are. 

Ms.  Frucher.  The  responsibilities  of  my  office  revolve  around 
surveying  the  provision  of  patient  care  largely  in  the  institutional 
settings  in  which  it  is  offered  in  the  city,  plus  the  provision  of 
home  care  by  home  health  aids  and  above,  RN's,  licensed  profes- 
sional nurses.  The  most  problematic  part  of  our  own  surveillance 
efforts,  and  I  think  Dr.  Post  just  eluded  to  it,  is  that  surveillance 
that  involves  community  based  care.  Certainly  for  the  kinds  of  pro- 
grams he  was  just  talking  about,  shared  health  facilities,  it  is  prob- 
ably the  hardest  thing  we  have  to  do  because  they  are  elusive. 
They  come  into  being  and  then  dissolve  easily  because  it  is  a  ques- 
tion of  renting  space  rather  than  owning  it  and  having  the  owner 
being  responsible  for  the  provision  of  care  that  goes  on  within  a 
dwelling. 

Mr.  Weiss.  Right.  Do  you  have  jurisdiction  over  the  shared 
health  care  facilities? 

Ms.  Frucher.  We  do  have  jurisdiction  but  the  jurisdiction  is  gen- 
eral and  limited.  In  other  words,  it  does  not  carry  with  it  the  same 
powers  for  sanction  that  our  surveillance  efforts  do  in  the  more  or- 
ganized institutional  settings  in  which  the  care  is  offered. 

Mr.  Weiss.  Well,  let's  start  out  trying  to  see  if  we  can  get  a 
breakout.  I  think  the  statistics  that  I  quoted  earlier,  in  my  opening 
statement,  are  correct;  that  is,  that  there  are  roughly  1.3  million 
New  York  City  residents  who  rely  on  Medicaid  for  their  health 
care,  that  the  State  spends  roughly  a  total  of  about  $11  billion,  and 
the  city  spent  about  $5.5  billion  from  all  sources  for  Medicaid.  Now, 
can  you  tell  us  how  those  1.3  million  patients  break  out?  How 
many  of  them  are  treated  by  private  physicians  who  treat  Medicaid 
patients;  how  many  are  treated  by  emergency  rooms;  how  many 
are  treated  in-patient  in  hospitals;  and  how  many  are  treated  by 
the  shared  health  care  facilities,  the  so  called  Medicaid  Mills?  Are 
there  other,  various  kinds  of  shared  health  care  facilities  that  you 
could  describe  for  us? 

Ms.  Frucher.  There  are  many  kinds  of  community  based  care. 
One  I  mentioned  is  the  diagnostic  and  treatment  centers  which  is  a 
much  more  organized  provision  of  primary  care  services  in  the 
community.  I  don't  have  the  statistical  breakdown  for  you  Con- 
gressman; I  can  try  to  provide  it  for  you. 

Mr.  Weiss.  Would  you  for  the  record?  I  would  appreciate  that. 

Ms.  Frucher.  Yes.  I  also  believe  that  a  number  of  the  patients 
that  would  fall  into  one  category  fall  into  the  other  as  well,  for  par- 
ticular kinds  of  episodic  care.  What  I  think  is  most  true  of  Medic- 
aid patients  in  the  city  is  that  the  care  is  episodic  and  not  continu- 
ous in  the  way  it  should  be  at  least  preventatively  to  preclude  some 
of  the  hospital  admission  or  visitation  that  is  going  on  now  in  such 
large  numbers,  as  you  are  aware.  I  think  a  good  number  of  those 
patients  come  into  hospital  emergency  rooms  and  some  without 
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any  Medicaid  eligibility  at  all  come  in  as  well  and  then  in  the 
course  of  it,  some  receive  that  eligibility. 

I  think  that  very  few  of  them,  too  few  of  them,  have  had  real 
primary  care  at  the  moment.  The  numbers  that  I  gave  to  you  in 
my  prepared  testimony  still  are  very  small  compared  to  the  total 
number  of  Medicaid  eligible  patients  that  are  in  the  city  and  one  of 
the  thrusts— I  think  in  the  Governor's  budget  this  year  and  in  the 
health  department  budget  is  to  divert  more  resources  into  the  pri- 
mary care  sector  to  provide  incentives  for  physicians  to  involve 
themselves  more  on  the  neighborhood  level  in  offering  preventive 
services,  but  it  is  a  complex  subject  that  involves  a  good  deal  of 
strengthening  of  some  of  the  initiatives  that  are  in  place. 

Mr,  Weiss.  OK.  You  had  said  earlier  that  you  don't  have  the 
same  jurisdiction  for  the  shared  health  care  facilities  that  you  have 
over  institutions.  I  assume  that,  and  you  will  correct  me  if  I  am 
wrong,  means  that  you  have  more  jurisdiction  over  a  hospital  or  a 
nursing  home,  for  example,  that  cares  for  Medicaid  patients,  than 
you  have  for  a  shared  health  care  facility;  is  that  what  you  are 
saying? 

Ms.  Frucher.  Well,  maybe  jurisdiction  is  the  v/rong  term. 
Mr.  Weiss.  Go  ahead. 

Ms.  Frucher.  We  have  jurisdiction  over  all  of  those  kinds  of  set- 
tings. The  trouble  is  that  the  shared  health  facility  itself  is  harder 
to  keep  track  of.  It  is  a  much  looser  organization  on  a  neighbor- 
hood level  where  physicians  can  come  together  to  provide  services, 
it  seems,  with  much  less  constraint  than  is  required  of  the  practice 
of  medicine,  you  know,  a  more  organized  setting  such  as  a  hospital 
or  a  nursing  home.  In  our  own  surveillance  efforts — and  some  of 
this  inevitably  is  a  resource  problem  within  the  State  health  de- 
partment—in tr5dng  to  allocate  our  time  between  areas  of  surveil- 
lance just  in  the  ambulatory  care  part  of  my  office,  shared  health 
facilities  receive  less  tracking  by  us  simply  because  they  are  harder 
to  keep  track  of  and  what  may  be  registered  as  a  given  facility  one 
month,  5  months  later  may  not  be  there. 

Mr.  Weiss.  Do  you  have  a  listing  of  all  of  the  so-called  shared 
health  facilities? 

Ms.  Frucher.  Yes,  we  do.  In  the  city  now,  yes,  of  which  I  believe 
there  are  80,  81,  hold  on.  My  director  of  ambulatory  care  is  with 
me  today  and  I  think  probably  has  a  firmer  sense  of  these  statis- 
tics. 

Mr.  Weiss.  If  you  want  to  have  that  person  join  you — it  will  be 
better  than  receiving  information  from  the  rear  which  you  are  con- 
veying on. 

Ms.  Frucher.  It's  81. 

Mr.  Weiss.  Eighty-one? 

Ms.  Frucher.  Yes. 

Mr.  Weiss.  Are  they  all  the  same  kind  or  does  that  include  all  of 
them — diagnostic  and  treatment  facilities? 

Ms.  Frucher.  No,  diagnostic  and  treatment  centers  are  a  sepa- 
rate category. 

Mr.  Weiss.  OK,  and  how  many  of  those  are  in  operation? 
Ms.  Frucher.  Laura,  would  you  like  to  come  up? 
Mr.  Weiss.  Would  you  come  forward  and  maybe  you  can  pull  a 
chair  behind  Ms.  Frucher. 
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Ms.  Frucher.  I  would  like  you  to  meet  Laura  Winters  who  is  the 
director  of  the  alternative  delivery  systems  program  in  the  Office 
of  Health  Systems  Management  in  New  York  City. 

Mr.  Weiss.  Ms.  Winters,  before  you  sit  down,  would  you  raise 
your  right  hand.  Do  you  swear  and  affirm  that  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing 
but  the  truth? 

Ms.  Winters.  I  do. 

Mr.  Weiss.  Thank  you.  Now,  when  you  said  that  there  are  81  

Ms.  Winters.  Right. 

Mr.  Weiss  [continuing].  Is  that  81  that  you  are  familiar  with, 
that  you  are  aware  of,  or  is  that  that  there  is  a  total  of  81? 

STATEMENT  OF  LAURA  WINTERS,  DIRECTOR,  ALTERNATIVE  DE- 
LIVERY SYSTEMS  PROGRAM,  OFFICE  OF  HEALTH  SYSTEMS 
MANAGEMENT,  NEW  YORK  STATE  DEPARTMENT  OF  HEALTH 

Ms.  Winters.  Those  are  the  actually  registered  facilities.  New 
York  State  law  requires  that  there  be  four  providers  or  purveyors 
to  become  a  shared  health  facility.  Every  2  years  our  central  office 
sends  out  a  re-registration  form  to  the  known  facilities  asking  them 
to  re-register.  Some  of  those  are  returned  as  addressee  unknown. 
Others  return  them  claiming  they  are  no  longer  shared  health  fa- 
cilities and  we  do  follow  up  on  those  who  do  not  return  any  regis- 
tration forms  or  say  that  they  are  no  longer  shared  health  facili- 
ties. Needless  to  say,  the  facility  has  four  physicians  and  drops 
down  to  three;  they  are  no  longer  qualified  to  be  registered  and 
they  don't  register  or  re-register.  We  had  approximately  120  at  the 
height  of  the  program,  we  are  now  down  to  I  think  80  or  81  facili- 
ties at  the  last  registration. 

Mr.  Weiss.  So  you  only  consider  a  shared  care  facility  as  that 
which  has  four  or  more  doctors;  is  that  the  idea? 

Ms.  Winters.  Correct;  that  is  what  the  law  has  as  a  requirement 
and  that  is  what  we  use. 

Mr.  Weiss.  Now  my  understanding  is  that  most  of  the  so-called 
Medicaid  Mills,  in  order  to  get  out  from  under  your  jurisdiction,  de- 
liberately have  only  three  doctors  or  less;  isn't  that  correct? 

Ms.  Winters.  I  really  can't  say  whether  it  is  correct  or  not.  All 
we  do  is  look  at  what  our  definition  is  and  does  this  location  meet 
our  definition.  Probably,  my  feelings  were,  over  time,  certainly  in 
the  early  parts  of  the  program,  that  many  facilities  did  exactly 
that— dropped  down  to  three  providers,  maybe  even  split  into  two 
separate  facilities  to  drop  down  to  three  providers  for  a  facility, 
simply  to  avoid  the  law. 

Mr.  Weiss.  You  don't  think  that  that  is  being  done  any  more? 

Ms.  Winters.  I  really  couldn't  say.  We  really  have  not  gone 
around  the  streets  of  New  York  to  see  how  many  other  storefront 
locations  exist. 

Mr.  Weiss,  But  it  is  your  agency's  view  that  if  there  are  three  or 
fewer  doctors,  that  you  have  no  jurisdiction? 
Ms.  Winters.  That  is  what  the  law  states,  yes. 
Mr.  Weiss.  Now  tell  me,  is  that  State  law  or  Federal  law? 
Ms.  Winters.  State  law? 
Ms.  Frucher.  State  law. 
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Mr.  Weiss,  It  is  legislation,  not  regulation? 

Ms.  Winters.  No,  it  is  part  86  of  the  laws  of  the  codes  and  rules 
and  regulations  of  the  laws.  It  is  State  legislation  which  was 
passed,  I  believe  originally,  in  about  1976  or  1977. 

Mr.  Weiss.  Has  your  agency  ever  objected  to  that  kind  of  arbi- 
trary legislation? 

Ms.  Winters.  I  could  not  tell  you. 

Mr.  Weiss.  Ms.  Frucher,  do  you  know  if  your  agency  has  ever  ob- 
jected to  that  kind  of  arbitrary  demarcation  as  to  whom  you  have 
jurisdiction  over? 

Ms.  Frucher.  Well,  I  think  the  difficulty  is  the  dividing  line  be- 
tween group  practice  of  care,  group  provision  of  care  and  individ- 
ual practitioners  over  which  the  State  health  department  doesn't 
have  jurisdiction  and  it  is  a  grey  area,  to  be  sure,  and  one  that  ob- 
viously requires  combined  efforts,  State  and  local,  to  try  to  keep 
track  of  because  I  know  what  you  are  getting  to.  But,  we  don't  reg- 
ulate individual  practitioners. 

Mr.  Weiss.  Well,  where  you  have  a  facility  holding  itself  out  as  a 
clinical  operation,  as  a  joint  operation,  in  essence,  in  many  in- 
stances and,  you  correct  me  if  I  am  wrong,  my  understanding  is 
that  these  facilities  are  often  not  operated  or  owmed  by  the  doctors, 
that  the  doctors  are  really  hired  help  in  these  situations;  is  that 
your  understanding,  too? 

Ms=  Frucher.  Yes. 

Mr.  Weiss.  You  are  shaking  your  head.  I  assume  for  the  record 
that  that  means  yes  because  otherwise  we  have  no  way  of  getting 
your  response. 

Ms.  Frucher.  That's  right.  They  don't  own  the  buildings  they 
are  operating  out  of. 
Mr.  Weiss.  Right;  and  they  don't  ow^n  the  enterprise. 
Ms.  Frucher.  Right. 

Mr,  Weiss.  That  the  enterprise  is  owned  by  other  people  who  are 
the  entrepreneurs,  so  to  speak,  who  put  this  operation  together, 
who  are  not  required  to  have,  and  most  of  the  time  don't  have,  any 
medical  or  health  science  background,  who  then  hire  the  doctors 
and  other  personnel  to  provide  the  medical  care. 

Ms.  Frucher.  They  don't  hire  the  doctors.  The  doctors — they 
don't  necessarily  locate  which  doctors  they  want  to  practice  there 
but  they  advertise  the  service  to  the  community  and  the  doctors 
can  then  combine  among  themselves  to  use  the  space. 

Mr.  Weiss.  Again,  I  realize  that  since  your  agency  doesn't  feel 
that  it  has  jurisdiction  in  this  matter  that  you  may  not  have  as 
much  of  the  relevant  information  as  you  v/ould  want  or  I  would 
want,  but  what  is  the  incentive  for  the  entrepreneur  if  all  he  is  is 
the  middleman  in  this  situation?  I  assume  that  he  profits  from  put- 
ting this  operation  together  and  overseeing  it.  Ms.  Winters,  do  you 
have  further  information? 

Ms.  Winters.  Yes,  years  ago,  when  the  

Mr.  Weiss.  How  many  years  ago;  what  are  w^e  talking  about? 

Ms.  Winters.  Probably  within  the  last,  oh,  in  about  1977  or  1978 
when  the  legislation  first  started,  there  was  a  shared  health  facili- 
ty advisory  council  created  as  part  of  the  legislation  which  required 
participation  by  the  owners.  To  listen  to  the  owners  at  those  meet- 
ings, one  would  say  that  there  was  very  little  profit  in  the  shared 
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heaitli  facility.  Essentially  they  are  rental  arrangements  or  at  least 
on  the  surface  they  are  rental  arrangements.  When  I  say  on  the 
surface,  they  can  indeed  produce  leases  for  us.  Whether  those  were 
actual  accrued  leases  where  those  moneys  and  only  those  moneys 
are  exchanging  hands,  we  have  no  way  of  saying,  but  they  are 
signed  leases  that  says  a  doctor  v/ill  pay  '*X''  amount  of  rent  for 
the  space  for  ''X"  period  of  time.  Many  times  they  are  monthly, 
weekly  kinds  of  arrangements.  They  are  not  necessarily  a  10-year 
long  lease. 

Theoretically,  the  lease  is  supposed  to  cover  all  of  the  costs  of  the 
operation  of  this  place  including  any  billing  services  and  ancillary 
personnel  that  the  owner  provides  to  the  physician. 

Mr.  Weiss.  That  the  owner  provides  for  the  physician? 

Ms.  Winters.  The  owner,  who  may  be  a  physician,  who  may  as 
you  say  be  a  businessman. 

Mr.  Weiss.  Now,  again,  and  in  the  shared  health  facility  where 
you  have  four  or  more  doctors,  the  81  that  you  know  of  that  you 
have  jurisdiction  over,  in  those  situations,  are  those  operated  and 
owned  by  the  doctors? 

Ms.  Winters.  It  varies. 

Ms.  Frucher.  It  also  varies. 

Ms.  Winters.  It  also  varies.  There  is  no  requirement  in  the  law 
that  a  medical  person  be  in  charge  or  own  the  location.  It  can  be  a 
business  corporation.  It  can  be  a  real  estate  corporation.  It  may 
indeed  be  a  physician — a  number  of  them  are  physician-owned. 

Mr.  Weiss.  And  how  many  diagnostic  and  treatment  facilities  are 
there? 

Ms.  Winters.  At  this  point  in  time  about  100  of  them  in  the  city 
providing  services  in  over  200  locations. 

Mr.  Weiss.  How  do  they  basically  differ  from  the  shared  health 
facility? 

Ms.  Winters.  In  a  large  number  of  ways.  First  of  all,  they  vary 
in  the  types  of  facilities  that  they  may  be.  We  have  everything 
from  birthing  centers  to  public  health  centers,  the  city  health  de- 
partment clinical  areas  are  all  licensed  diagnostic  and  treatment 
centers.  There  are  ambulatory  surgery  centers  in  there,  there  are 
dialysis  centers — a  whole  gamut  of  facilities  that  are  diagnostic  and 
treatment  centers. 

In  those  locations  you  would  have  your  not-for-profit  corpora- 
tions. Your  business  corporations  may  also  own  and  operate,  physi- 
cians may  indeed  own  and  operate  but  that  is  a  rather  unusual  cir- 
cumstance except  for  maybe  dialysis.  Essentially  what  you  have 
here  is  a  location  which  has  gone  to  the  public  health  council  and 
presented  a  program,  presented  public  need,  financial  feasibility 
and  something  about  the  operator  in  terms  of  whether  they  are  ca- 
pable of  operating,  and  received  a  license  to  do  so.  These  locations 
tend  to  be  larger  in  terms  of  the  primary  care  types  of  services. 
They  tend  to  be  comprehensive.  The  physicians  in  these  locations 
are,  indeed,  hired  and  we  hold  the  operator — the  community  board, 
that  businessman,  that  partnership,  whoever  is  the  licensed  opera- 
tor— we  hold  them  accountable  for  the  quality  of  services  rendered 
in  that  facility. 

Mr.  Weiss.  How  large  a  staff  do  you  have  for — do  you  have  differ- 
ent staffs  for  monitoring  
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Ms.  Winters.  No,  we  do. 

Mr.  Weiss.  No,  you  have  the  same  staff  to  monitor  all  of  the  vari- 
ous kinds  of  facilities,  and  how  many  investigators  do  you  have? 

Ms.  Winters.  Oh,  I  think  I  have  about — Fll  do  a  quick  count  in 
my  head — about  23. 

Mr.  Weiss.  Those  are  outside  investigators  or  does  that  include 
everybody — does  that  include  auditors  for  example? 

Ms.  Winters.  We  don't  have  auditors. 

Mr.  Weiss.  What  do  you  mean?  Tell  me  what  kind  of  employees 
you  have. 

Ms.  Winters.  We  have  physicians,  nurses,  sanitarians,  adminis- 
trators, one  social  worker,  one  pharmacist. 

Mr.  Weiss.  What  do  they  do,  for  the  most  part? 

Ms.  Winters.  Most  of  them  are  out  in  the  field  on  surveys.  They 
go  to  the  facilities,  both  the  shared  health  facilities,  the  diagnostic 
and  treatment  centers,  HMO's  as  needed,  and  conduct  investiga- 
tions for  code  compliance — sometimes  for  complaint  investigations 
also. 

Mr.  Weiss.  As  you  described  these,  I  gather  that  the  lowest  down, 
as  far  as  quality  of  services  is  concerned,  is  the  area  of  those  that 
you  have  no  jurisdiction  over;  is  that  right? 

Ms.  Frucher.  Correct. 

Mr.  Weiss.  Wouldn't  it  seem  logical  to  have  somebody — who  has 
jurisdiction  over  them?  Does  anybody? 
Ms.  Frucher.  No  one. 

Mr.  Weiss.  Nobody  has  jurisdiction  over  them.  But  to  the  best  of 
your  knowledge,  there  is  nobody  in  charge. 

Ms.  Frucher.  Some  of  it  is  a  resource  and  manpower  issue. 

Mr.  Weiss.  Well,  Dr.  Post  will  be  back  to  respond  to  some  ques- 
tions in  a  minute  but  in  his  opening  statement,  he  suggested  the 
tremendous  amount  of  testing  that  is  done  on  patients,  and  it 
seems  to  me  that  the  kind  of  costs  that  are  expended  in  these  un- 
necessary tests,  given  by  people  who  don't  understand  them — even 
if  they  did,  it  wouldn't  make  any  difference  because  they  have  no 
intention  of  using  them — if  anything  turns  up,  nothing  is  ever  done 
with  them.  The  costs  of  those  tests  must  be  astronomical.  Do  you 
have  any  idea  at  all,  does  anybody  keep  track  as  to  what  the  costs 
of  these  tests  are? 

Ms.  Frucher.  It  is  the  Medicaid  Program  I  think  that  reimburses 
them.  If  those  totals  are  kept  anjrwhere,  it  would  be  there,  not  in 
our  own  department.  We  don't  do  the  Medicaid  reimbursing. 

Mr.  Weiss.  I  am  just  suggesting  that  if  you  balanced  off  what  it 
cost  you  to  have  some  inspectors  out  in  the  field  to  oversee  the 
work  that  is  being  performed,  against  the  quality  of  care  that  is 
being  given  and  the  amount  of  money  that  is  being  wasted  on  these 
unnecessary  tests,  it  seems  to  me  that  you  could  probably  hand- 
somely pay  untold  numbers  of  additional  investigators  and  still 
have  money  left  over;  wouldn't  you  think? 

Ms.  Frucher.  Theoretically.  I  mean,  I  think  that  one  of  the 
things  that  you  are  hinting  at  is  perhaps  at  the  very  least  some 
kind  of  diversion  of  resources  that  may  be  in  place  from  perhaps 
less  coverage  of  the  institutional  care  that  we  are  involved  in  and 
more  coverage  of  the  community  based  care  in  a  kind  of  zero  sum 
situation.  We  do  have  teams  as  I  say  that  cover  all  of  the  hospitals 
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and  nursing  homes  the  same  way  you  are  describing  and  the 
IPPRO,  the  Independent  Practice  Professional  Review  Organiza- 
tion, these  days  comes  in  quite  often  behind  us,  looking  at  utiliza- 
tion issues  which  would  theoretically  be  the  same  combination  that 
you  would  be  looking  at  on  a  community  basis.  The  trouble  is  it  is 
simply  the  vast  numbers  of  people  in  less  defined  locations.  I  mean, 
it  is  almost  a  block  by  block  sleuthing  operation  that  would  seem 
to  me  lends  itself  toward  some  creative  suggestion  of  at  least  inter- 
agency cooperation  to  try  to  root  out  and  locate  rather  than  rel5dng 
on  a  single  office  of  investigators  to  go  out  episodically. 

Mr.  Weiss.  Is  there  such  interagency  cooperation? 

Ms.  Frucher.  The  interagency  cooperation  unfortunately  at  this 
point  I  think,  and  I  could  certainly  be  contradicted  by  people  in  the 
room  perhaps,  is  more  after  the  fact.  It  is  in  term  of  things  discov- 
ered, complained  about,  or  found  out  about  by  accident,  than  it  is 
through  a  deliberate  outcome  of  surveillance  efforts,  at  least  com- 
paring to  the  way  it  develops  through  the  other  kinds  of  institu- 
tional surveillance  that  we  do. 

Mr.  Weiss.  The  staff  just  gave  me  some  figures  on  laboratory  ex- 
penditures and  how  they  have  gone  up  in  New  York  in  the  Medic- 
aid Program;  this  is  all  Medicaid  in  the  State  of  New  York.  In 
1981,  the  total  was  $8.5  mHlion.  In  1985,  it  was  $40  million.  In  1986, 
it  was  almost  $63  million.  In  1987,  it  was  $80  million.  In  1988,  $170 
million.  So,  in  the  course  of  7  years,  it  has  gone  up  20  times  from 
$8  million  to  $170  million. 

Ms.  Frucher.  I  don't  know  if  you  are  aware  of  an  initiative.  I 
think  it  was  first  offered  last  year  by  the  State  health  department 
and  the  Governor  to  put  a  capitation  rate  on  Medicaid  reimburse- 
ments. I  can't  give  you  the  details  of  the  initiative  here  and  it  has 
run  into  a  good  deal  of  discussion  about  its  efficacy.  There  are  a 
number  of  advocacy  groups  around  the  city  who  are  advocating 
against  imposing  it,  but  I  think  at  least  the  spirit  behind  it  is  to  get 
out  some  of  what  you  are  talking  about.  The  concern  is  that  it  will 
penalize  the  wrong  kinds  of  patients  and  I  think  that  I  can  provide 
you  some  elaboration  of  the  analyses  that  are  underway  now  to  try 
to  

Mr.  Weiss.  You  are  talking  about  the  number  of  visits,  the  limit 
on  the  number  of  visits;  right? 
Ms.  Frucher.  Yes. 

Mr.  Weiss.  It  seems  to  me  that  that  may  or  may  not  be  a  similar 
issue  but  here  what  you  have,  if  you  couple  this  with  Dr.  Post's  tes- 
timony, is  a  system  which  has  gone  haywire,  partially,  significantly 
because  of  the  low  reimbursement  rate,  because  of  the  caliber  of 
the  people  who  are  operating  the  system  at  the  mill  level.  They 
make  up  for  it  by  testing  so  prodigiously  that  it  doesn't  make  any 
difference  that  they  only  get  $11  a  visit,  they  more  than  make  up 
for  it  by  giving  10,  15  tests  of  whatever  kind  for  any  test  that  is  in 
the  book,  that  is  available  to  them.  Again,  it  is  the  kind  of  thing 
that  you  have  no  jurisdiction  over.  Your  area  usually  doesn't  look 
at  this. 

Ms.  Frucher.  But  I  think  that  one  of  the  reasons— I  mean,  we  do 
to  a  certain  extent  but  we — for  the  places  that  you  are  talking 
about  and  the  kinds  of  efforts  underway,  the  question  is  finding  out 
what  those  efforts  are  and  tracking  them.  Once  the  tests  are  put  in 
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and  reimbursement  is  requested  for  them,  I  am  not  sure  how  the 
process  operates  but  it  doesn't  affect  my  office.  In  other  words,  it  is 
not  a  set  of  materials  and  information  that  comes  through  our  own 
surveyors.  It  is  sent  into  the  Medicaid  Program  for  reimbursement 
as  far  as  I  know  and  the  way  we  would  get  at  it,  if  we  could  and 
had  the  resources  to,  would  be  literally  to  be  onsite  much  the  way 
IPPRO  comes  in  now  to  a  hospital  setting  and  we  before  them,  and 
review  exactly  what  you  are  talking  about. 

Mr.  Weiss.  It  seems  to  me  that  you  could  do  something,  a  great 
deal  of  it  statistically,  too,  couldn't  you?  I  mean,  you  could  compare 
what  individual  doctors  who  treat  Medicaid  patients  prescribe  by 
way  of  tests,  you  could  prescribe  what  hospitals  prescribe  by  way  of 
tests,  and  get  some  comparison  as  to  whether  in  fact  it  runs  close 
or  whether  in  fact  it  is  so  out  of  proportion  that,  in  fact,  there  is 
something  that  is  wrong. 

Ms.  Frucher.  Those — Congressman,  I  can  look  into  whether  or 
not  those  statistics  are  provided  to  the  central  office  of  the  health 
department.  To  my  knowledge,  they  are  not  gathered  that  way 
comparatively  at  this  point,  at  least  in  my  agency.  I  could  be  wrong 
and  I  will  check  it. 

Mr.  Weiss.  Well,  what  we  are  really  trying  to  do  and  as  I  say  in 
a  sense  I  put  a  difficult  burden  on  you  at  the  outset  because  I 
wanted  you  to  sort  of  sketch  in  as  to  where  this  breakdown  goes 
and  you  will  submit  some  of  that  information  to  us  for  the  record 
and  I  do  appreciate  that. 

Who  has  jurisdiction  over  sanitary  conditions  at  any  kind  of  fa- 
cility? 

Ms.  Frucher.  We  do. 

Mr.  Weiss.  You  do,  OK.  And  I  assume  that  that  is  not  dependent 
on  how  many  doctors  work  at  the  facility? 
Ms.  Winters.  That's  not  true. 

Ms.  Frucher.  No,  well,  we  have  jurisdiction  over  sanitary  condi- 
tions in  the  facilities  that  we  regulate. 

Ms.  Winters.  That's  what  we  are  talking  about.  The  facilities  we 
regulate  do  include  SHF's. 

Mr.  Weiss.  No,  no,  I  am  talking  now  about  below  the  SHF,  the 
people  who  deliberately  have  only  three  doctors  or  fewer. 

Ms.  Frucher.  No. 

Mr.  Weiss.  You  have  no  jurisdiction  of  any  kind  over  them? 
Ms.  Frucher.  No,  no,  no. 

Mr.  Weiss.  I  thought  that  you  had  said  earlier  and  correct  me,  I 
thought  you  had  said  it  is  not  a  matter  of  jurisdiction  necessarily, 
it  is  a  matter  of  not  having  the  resources  to  deal  with  it. 

Ms.  Frucher.  But  I  stopped  with  the  shared  health  facilities. 

Mr.  Weiss.  With  shared  health,  OK. 

Ms.  Frucher.  I  said  yes  we  do  have  jurisdiction  but  the  ability  to 
cover  them  in  the  same  way  we  do  the  larger  institutional  provid- 
ers is  limited,  both  because  of  resources  that  are  dedicated  at  this 
point  to  the  larger  institutions,  and  because  of  the  spreadout  and 
elusive  nature  of  many  of  these  programs. 

Mr.  Weiss.  To  your  knowledge,  does  anybody  have  jurisdiction 
over  the  sanitary  conditions  of  any  facility  where  medical  care  is 
provided,  regardless  of  how  many  doctors  are  working  there? 
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Ms.  Frucher.  Well,  if  it  is  a  shared  health  facility  or  larger, 
we  

Mr.  Weiss.  No,  less,  less  than  a  shared  health  facility. 

Ms.  Frucher.  No,  it  would  simply  be  the  city  health  department 
as  far  as  I  know. 

Mr.  Weiss.  But  the  State  health  department  has  no  jurisdiction 
at  all? 

Ms.  Frucher.  No,  unless  the  State  health  department  receives  a 
complaint  about  an  individual  physician  through  the  office  of  pro- 
fessional medical  conduct  which  is  the  office  that  Chris  Hyman 
represents,  but  it  is  not  part  of  the  jurisdiction  in  the  surveillance 
office. 

Mr.  Weiss.  I  thank  you  very  much.  Why  don't  you  stand  by,  Ms. 
Frucher,  and  maybe  as  we  have  Dr.  Post  and  Ms.  Hyman  testify, 
they  will  turn  to  you  for  some  further  information,  as  well,  OK? 
Thank  you,  Ms.  Winters. 

Dr.  Post,  as  you  have  indicated,  as  medical  coordinator  for  the 
office  of  professional  medical  conduct,  it  is  your  job  to  review  the 
case  of  the  physicians  accused  of  poor  quality  care;  is  that  correct? 

Dr.  Post.  Yes,  sir.  I  am  one  of  several  physicians  who  do  this 
work. 

Mr.  Weiss.  Do  the  cases  that  you  review  include  doctors  working 
in  the  Medicaid  Program? 
Dr.  Post.  Yes. 

Mr.  Weiss.  Now,  in  your  testimony,  I  think  you  told  us  that  you 
discovered  a  pattern  of  care  involving  the  Medicaid  doctors  that 
you  investigated;  is  that  correct? 

Dr.  Post.  Yes. 

Mr.  Weiss.  That  was  the  testimony  that  you  gave  about  the 
nature  of  their  education? 
Dr.  Post.  Yes. 

Mr.  Weiss.  And  lack  of  adequate  training  in  many  cases,  the  lack 
of  proper  history  taking  and  so  on. 
Dr.  Post.  Yes,  yes. 

Mr.  Weiss.  And  the  overprescribing  with  controlled  substances. 
Dr.  Post.  Yes. 

Mr.  Weiss.  The  overprescribing  of  tests  of  various  kinds,  right? 
Dr.  Post.  Yes. 

Mr.  Weiss.  In  your  view,  are  the  doctors  who  fit  this  pattern 
qualified  to  treat  Medicaid  patients  or  any  other  patients  for  that 
matter? 

Dr.  Post.  Many  who  I  reviewed  are  not. 

Mr.  Weiss.  When  you  find  a  physician  who  fits  the  pattern  that 
you  described,  what  do  you  do? 

Dr.  Post.  Well,  here  it  depends  on  whether  this  physician  has 
been  disqualified  by  the  department  of  social  services  with  a  hear- 
ing in  that  department.  Then  we  can  refer  this  physician  directly 
to  the  board  of  regents  for  the  disciplinary  action  that  they  will 
invoke. 

Mr.  Weiss.  And  how  often  is  that  done? 

Dr.  Post.  Oh,  discipline  is,  I  would  say — I  can't  give  you  a  precise 
number.  Ms.  Hyman,  perhaps  you  have  that. 
Mr.  Weiss.  How  often  did  you  refer  cases,  say  in  the  last  3  years? 
Ms.  Hyman.  Well,  last  year  there  were  250  disciplinary  cases. 
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Mr.  Weiss.  That  your  agency  referred? 

Ms.  Hyman.  No,  that  the  board  of  regents  took  against  physi- 
cians. All  of  them  had  gone  through  the  department  of  health  in 
order  to  arrive  at  the  board  of  regents. 

Mr.  Weiss.  Right,  those  are  cases  that  you  referred  to  them? 

Ms.  Hyman.  Well,  the  disciplinary  process  involves  two  different 
agencies. 

Mr.  Weiss.  Go  ahead;  describe  it  for  me. 

Ms.  Hyman.  So  that  the  initial  part  of  the  process  involves  inves- 
tigation by  the  office  of  professional  medical  conduct.  In  those  cases 
which  require  disciplinary  action,  a  hearing  is  held  by  the  depart- 
ment of  health  and  the  commissioner  of  health  reviews  the  record. 
Then  the  case  is  referred  to  the  board  of  regents.  In  those  cases  in 
which  there  has  been  a  prior  adjudication,  such  as  in  the  instance 
when  a  physician  has  been  disqualified  pursuant  to  a  hearing  or  a 
stipulation  agreed  to  by  the  department  of  social  services,  then 
there  is  no  need  to  relitigate  that  and  the  case  is  referred  by  the 
department  of  health  directly  to  the  board  of  regents  for  its  final 
decision  regarding  professional  misconduct. 

Mr.  Weiss.  When  that  kind  of  case  is  referred,  when  you  have 
done  that  kind  of  adjudication  at  the  department  of  health  level, 
what  does  the  board  of  regents  have  to  do  before  it  then  takes — 
what  kind  of  action  does  it  take  to  begin  with? 

Ms.  Hyman.  Well,  the  board  of  regents  essentially  has  a  three- 
part  process.  First,  there  is  an  appearance  by  both  sides  before 
their  regents  review  committee,  which  is  comprised  of  one  member 
of  the  board  of  regents  and  usually  two  retired  judges.  They  review 
the  record  and  accept  briefs  and  whatever  other  additional  infor- 
mation they  wish.  They  make  a  recommendation  to  the  regents 
committee  on  the  professions.  The  regents  committee  on  the  profes- 
sions, comprised  of  regents,  then  makes  a  recommendation  as  to 
the  disposition  of  the  case  to  the  full  board  of  regents,  which  final- 
ly votes  on  the  case  and  that  represents  the  final  determination  by 
the  board  of  regents. 

Mr.  Weiss.  That  is  in  cases  where  the  commissioner  of  health  has 
already  adjudicated  and  found  a  wrongdoing  by  the  physician? 

Ms.  Hyman.  It  is  in  both  kinds  of  cases.  It  is  in  cases  where  there 
has  been  a  prior  adjudication  by  some  entity  and,  in  those  in- 
stances, referred  to  as  direct  referrals,  the  commissioner  of  health 
makes  a  recommendation  to  the  board  of  regents  as  to  what  in  its 
opinion  the  disposition  should  be. 

Mr.  Weiss.  But  the  board  of  regents  still  starts  over  from  scratch 
and  undertakes  its  own  

Ms.  Hyman.  It  is  not  exactly  from  scratch  but  they  do  have  a 
mini  hearing.  They  hear  both  sides  present  evidence  regarding 
mitigation  and  information  as  to  what  in  the  opinion  of  the  two 
parties  the  final  disposition  should  be. 

Mr.  Weiss.  OK,  now,  how  many  cases  were  referred  last  year  by 
the  department  of  health  to  the  board  of  regents? 

Ms.  Hyman.  How  many  direct  referral  cases? 

Mr.  Weiss.  Yes. 

Ms.  Hyman.  If  you  can  just  give  me  a  minute  to  get  that. 
Mr.  Weiss.  That's  all  right;  take  your  time.  I  really  want  Medic- 
aid doctors,  if  you  can  give  that  to  me. 
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Ms.  Hyman.  Well,  of  the  250  cases,  there  were  approximately  25 
that  involved  Medicaid  fraud,  but  that  is  a  deceiving  number  in 
that  you  are  focusing  more  on  the  negligence  and  incompetence  by 
Medicaid  physicians. 

Mr.  Weiss.  Well,  to  start  with,  give  me  all  of  the  Medicaid  num- 
bers. 

Ms.  Hyman.  OK.  The  Medicaid  fraud  physicians  represented  25 
out  of  the  250  final  dispositions,  but  there  were  approximately  53 
cases  involving  negligence  and  incompetence,  so  some  portion  of 
those  negligence  and  incompetence  cases  could  also  be  physicians 
who  had  treated  Medicaid  recipients  negligently  or  incompetently. 
There  isn't  a  specific  breakout  for  that. 

Mr.  Weiss.  Right.  How  many  of  the  Medicaid  doctors  were  denied 
their  licenses? 

Ms.  Hyman.  There  isn't  a  breakout — do  you  mean  how  many 
physicians'  licenses  were  revoked? 
Mr.  Weiss.  Yes. 

Ms.  Hyman.  I  don't  know  how  many  of  the  revocations  involved 
Medicaid  physicians.  Do  you  know  Joe? 

Dr.  Post.  Yes,  thank  you.  I  have  been  doing  a  study  of  the  disci- 
plinary procedure  as  it  operates  in  the  State  and  it  is  about  com- 
pleted. I  have  had  occasion  to  look  at  the  fate  of  the  licenses  of 
some  60  Medicaid  physicians  who  were  convicted  of  fraud  in  Feder- 
al court  and  some  in  State  court,  as  well,  and,  of  those,  20  lost  their 
licenses,  20  of  the  60.  There  is  a  real  inconsistency  that  goes  right 
through  this  kind  of  adjudication  and  decisionmaking.  For  exam- 
ple, a  physician  who  was  convicted  of  stealing  over  $1  million  was 
recommended  for  revocation  by  the  commissioner  of  health  and 
was  placed  on  probation  by  the  board  of  regents  for  5  years,  and  he 
was  requested  to  bring  in  his  billings  to  our  office  every  6  months. 
Well,  we  have  no  auditors  on  hand,  so  I  would  hardly  be  a  person 
who  could  handle  this  kind  of  situation. 

There  were  15  other  physicians  who  were  dropped  from  the  Med- 
icaid Program  by  the  department  of  social  services  and,  of  these, 
only  2  had  their  licenses  revoked  by  the  board  of  regents. 

Mr.  Weiss.  Now,  of  the  20  who  had  their  licenses  revoked  by  the 
board  of  regents,  how  many  of  those  were  strictly  for  quality  of 
care? 

Dr.  Post.  These  physicians  have  been  convicted  of  fraud. 

Mr.  Weiss.  So  you  never  got  any  concerning  only  quality  of  care? 

Dr.  Post.  The  15  were  the  ones  who,  by  and  large,  were  dropped 
because  of  poor  care,  because  of  the  quality  of  care.  It  is  very  diffi- 
cult to  separate  these  things  out  because,  whereas  fraud  may 
become  a  dominant  issue  in  a  particular  case,  negligence  and  in- 
competence and  overutilization  may  be  in  the  background  of  many 
of  these. 

Mr.  Weiss.  Right,  but  of  the  15  that  were  dropped  from  the  pro- 
gram by  the  department  of  social  services,  would  you  have  any  way 
of  knowing  how  many  complaints  were  referred  or  how  many  cases 
were  considered  by  the  department  of  social  services  of  which  the 
15  were  dropped  from  the  program? 

Dr.  Post.  Well,  I  would  think  every  one  of  them. 

Mr.  Weiss.  No,  no,  15  out  of  1,000? 

Dr.  Post.  Well,  this  I  couldn't  answer. 
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Mr.  Weiss.  So,  you  don't  know  that. 
Dr.  Post.  I  couldn't  answer. 

Mr.  Weiss.  OK.  In  any  event,  they  made  a  recommendation  of 
those  15  to  the  board  of  regents  and- — - 
Dr.  Post.  To  our  office. 
Mr.  Weiss.  To  your  office? 
Dr.  Post.  Yes. 

Mr.  Weiss.  And  what  did  you  do? 

Dr.  Post.  We  processed  the  cases  much  like  Ms.  Hyman  has  indi- 
cated. 

Mr.  Weiss.  And  you  forwarded  how  many  to  the  board  of  re- 
gents? 

Dr.  Post.  Oh,  every  one  of  them. 
Mr.  Weiss.  You  sent  15  of  them  on? 
Dr.  Post.  Yes. 

Mr.  Weiss.  And  two  of  those  were  found  by  the  board  of  regents, 
in  their  judgment,  to  be  of  sufficient  gravity  to  call  for  revocation? 
Dr.  Post.  Yes. 

Mr.  Weiss.  Until  Friday  we  had  a  witness  scheduled  from  the 
board  of  regents  but  we  were  notified  on  Friday  that,  because  of  a 
schedule  conflict,  the  person  who  was  going  to  testify  couldn't 
make  it,  so  we  won't  have  anybody  here  in  person  from  the  board 
of  regents.  We  will  be  submitting  some  prepared  questions  and  we 
will  have  some  responses  for  the  record  in  any  event. 

We  worked  on,  reviewed,  some  specific  cases  that  we  wanted  to 
ask  you  about  in  preparing  for  this  hearing.  The  first  involves  a 
physician  that  you  investigated,  name  Giovanni  DelGizzo  who  prac- 
ticed from  an  office  in  East  Harlem.  Dr.  DelGizzo  was  the  subject 
of  a  front  page  article  in  the  New  York  Times  on  November  6, 
1989.  The  article  described  how  he  buled  the  State  for  millions  of 
dollars  in  unnecessary  laboratory  and  prescription  costs  and  the  ar- 
ticle quoted  a  State  investigator  who  joked  that  Dr,  Delgizzo's  arm 
had  become  so  strong  from  writing  prescriptions,  that  he  was  the 
D wight  Gooden  of  the  Medicaid  Program.  Are  you  familiar  with 
this  case? 

Dr.  Post.  Yes,  I  am. 

Mr.  Weiss.  Now  your  review  found  that  100  percent  of  Dr.  Del- 
Gizzo's  patients  received  either  Valium  or  Ativan  and  that  90  per- 
cent of  his  patients  received  mood  altering  drugs  like  Elavil  and 
Sinequan.  Were  there  any  physicals  performed,  any  information  at 
all,  to  justify  the  drugs  or  the  tests  that  he  ordered? 

Dr.  Post.  No. 

Mr.  Weiss.  Would  you  consider  this  physician  to  be  a  danger  to 
his  patients? 
Dr.  Post.  Yes. 

Mr.  Weiss.  In  fact,  given  that  Dr.  DelGizzo  primarily  wrote  pre- 
scriptions for  controlled  substances,  wasn't  he  really  contributing 
to  their  drug  addiction? 

Dr.  Post.  Yes,  he  was. 

Mr.  Weiss.  According  to  the  Times  article,  the  State  declared 
that  this  physician  has  been  kicked  out  of  New  York's  Medicaid 
Program,  but  isn't  it  true.  Dr.  Post,  that  this  dangerous  physician 
still  has  his  license? 

Dr.  Post.  He  does. 
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Mr.  Weiss.  And  is  still  eligible  to  treat  non-Medicaid  patients  in 
New  York? 
Dr.  Post.  He  has. 

Mr.  Weiss.  And  Medicaid  patients  in  all  other  States? 
Dr.  Post.  Yes.  As  a  matter  of  fact,  he  lives  over  in  Nev/  Jersey 
and  may  be  engaged  in  the  same  kind  of  thing  over  there. 
Mr.  Weiss.  Then  potentially  he  may  be  practicing  in  New  Jersey? 
Dr.  Post.  He  may. 

Mr.  Weiss.  And  is  he  still  eligible  to  participate  in  the  Medicaid 
Program  outside  of  New  York  State? 

Dr.  Post.  I  wouldn't  be  in  the  best  position  to  comment  on  that. 

Mr.  Weiss.  Now,  you  also  reviewed  the  case  of  Dr.  Robert  Roze- 
fort  who  treated  Medicaid  patients  in  the  Bronx.  You  found  that 
most  of  his  patients  received  Tagamet  and  Proventil  for  asthma  or 
stomach  pains.  Were  any  of  these  patients  examined  or  given  diag- 
nostic tests  before  the  drugs  were  prescribed? 

Dr.  Post.  No,  sir. 

Mr.  Weiss.  What  is  the  significance  of  prescribing  Tagamet  or 
Proventil  to  most  of  his  patients? 

Dr.  Post.  These  are  very  expensive  drugs  which  are  very  valua- 
ble and  useful  in  the  treatment  of  ulcers,  but  they  have  little  rel- 
evance to  the  patient  who  comes  in  and  says  my  stomach  hurts, 
and  this  is  the  complaint  that  he  received  and  which  was  never  in- 
vestigated with  appropriate  x  rays  and  the  like. 

Mr.  Weiss.  Why  would  somebody  want  that  kind  of  prescription? 

Dr.  Post.  There  are  various  stories  that  we  have  received  that 
these  drugs  may  be  used  for  resale  to  the  pharmacist  and  that  the 
pharmacy,  being  in  cahoots  with  the  practicing  physician  in  this 
Medicaid  Mill,  was  deriving  benefits  from  selling  these  drugs.  We 
have  been  told  that  some  other  drugs,  like  Proventil  given  for  al- 
leged asthma,  are  supposed  to  enhance  the  high  of  cocaine  and, 
therefore,  would  have  some  street  value. 

Mr.  Weiss.  And  did  you  conclude  that  Dr.  Rozefort  catered  to  the 
wants  of  drug  addicts? 

Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  And  that  this  is  grossly  substandard  care? 
Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  In  fact,  you  found  a  pattern  in  most  of  the  Medicaid 
physicians  you  reviewed  involving  large  numbers  of  patients  with 
asthma  or  ulcers.  Is  it  your  view  that  these  diagnoses  are  provided 
solely  to  enable  the  prescription  of  these  drugs  for  recreational 
use? 

Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  Do  you  consider  Dr.  Rozefort  someone  who  could  jeop- 
ardize the  health  of  his  patients? 
Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  Is  Dr.  Rozefort  still  enrolled  in  the  Medicaid  Program 
and  eligible  to  treat  Medicaid  patients? 
Dr.  Post.  I  don't  know  sir. 

Mr.  Weiss.  Another  case  you  reviewed  involved  a  Dr.  Polina 
Korin.  You  found  that  this  physician  fit  the  pattern  by  always  pre- 
scribing Valium  to  Medicaid  patients,  even  adding  unnecessary  B- 
12  injections  for  patients  who  wanted  to  be  even  higher  on  drugs. 
Perhaps  your  most  serious  finding  was  that  Dr.  Korin  was  unre- 
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sponsive  to  positive  diagnostic  tests.  What  can  be  the  consequences 
of  not  responding  to  laboratory  tests  indicating  health  problems? 

Dr.  Post.  Many.  At  times,  I  was  able  to  note  serious  disease  in 
patients  with  positive  tests  for  hepatitis,  who  were  alcoholics,  and 
these  positive  tests  were  ignored.  The  patients  in  so  many  in- 
stances made  but  one  visit.  Patients  with  anemia  who  were  ignored 
might  have  very  serious  consequences.  I  never  was  able  to  identify 
any  effort  to  study  the  anemia  to  find  out  why  a  patient  had  the 
anemia.  This  was  simply  ignored. 

Mr.  Weiss.  We  have  a  letter  dated  December  1,  1989,  addressed 
to  Mr.  Smolonsky,  who  is  on  my  right,  who  is  our  staff  investigator 
on  this  matter.  It  is  from  Mr.  Edward  G.  Wronski,  who  is  a  princi- 
ple investigator  in  the  office  of  professional  medical  conduct.  Do 
you  know  him? 

Dr.  Post.  Yes. 

Mr.  Weiss.  In  response  to  questions  that  were  posed  about  a 
number  of  people,  he,  in  fact,  responded  that  Robert  Rozefort  is 
currently  enrolled  with  the  Medicaid  Program,  giving  an  address, 
and  Polina  Korin  is  currently  enrolled  in  the  Medicaid  Program 
and  Giovanni  DelGizzo  is  currently  enrolled  with  the  Medicaid  Pro- 
gram. I  assume  that  the  information  that  he  forwarded  to  us  was 
accurate  information? 

Dr.  Post.  I  suggest  the  gentlemen  who  are  here  from  the  depart- 
ment of  social  services  might  be  able  to  answer  better  that  question 
because  things  change  in  some  cases. 

Mr.  Weiss.  In  other  words,  it  was  valid  as  of  that  date. 

Dr.  Post.  As  of  December  1989. 

Mr.  Weiss.  Good;  thank  you.  In  your  investigation  of  Dr.  Jesse 
Bryant,  did  you  find  that  he  prescribed  controlled  substances  to 
drug  addicts  and  even  tried  to  seduce  one  of  his  female  patients  by 
providing  her  money  to  purchase  heroin  on  the  street? 

Dr.  Post.  I  would  like  to  defer  to  Ms.  Hyman.  She  is  more  famil- 
iar with  this  prosecution. 

Mr.  Weiss.  Please. 

Ms.  Hyman.  Well,  those  are  some  of  the  allegations,  although  Dr. 
Bryant,  in  the  course  of  a  2-day  hearing  which  has  now  been  com- 
pleted, stated  that  he  was  not  aware  that  that  is  what  she  was 
using  the  money  for.  Nonetheless,  those  were  some  of  the  allega- 
tions and  I  assume  you  will  ask  whether  or  not  this  individual  is 
still  licensed  to  practice  medicine — yes;  he  is.  The  hearing  has  been 
completed,  the  hearing  committee  will  then  deliberate,  and  then 
the  process  which  I  described  previously  will  unfold. 

Mr.  Weiss.  We  have  other  cases  involving  Medicaid  doctors  who 
were  investigated  by  the  State,  found  to  be  practicing  poor  and 
dangerous  care,  and  continue  to  treat  Medicaid  patients  at  the  Gov- 
ernment's expense.  It  would  be  repetitive  to  go  over  all  of  them.  In 
your  view,  as  medical  coordinator  for  the  office  of  professional  med- 
ical conduct.  Dr.  Post,  are  there  doctors  whom  you  would  consider 
dangerous  to  their  patients  continuing  to  participate  in  the  Medic- 
aid Program? 

Dr.  Post.  As  far  as  I  have  been  able  to  find  out,  yes. 

Mr.  Weiss.  Is  it  possible.  Dr.  Post,  to  be  excluded  from  the  Medic- 
aid Program  for  incompetence  and  neglect,  but  keep  your  license 
and  continue  to  treat  non-Medicaid  patients? 
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Dr.  Post.  Oh,  yes. 

Mr.  Weiss.  In  the  case  of  Dr.  Jose  Llorens,  for  example,  did  you 
find  that  his  overprescribing  of  drugs,  unnecessary  ordering  of 
tests,  and  general  treatment  representing  a  "mindless  medical 
practice,"  represents  gross  negligence? 

Dr.  Post.  Yes. 

Mr.  Weiss.  Dr.  Llorens  was  kicked  out  of  New  York's  Medicaid 
Program  but  he  still  has  a  license.  In  fact,  isn't  it  true  that  the 
same  physician  whose  practice  you  called  mindless  and  represent- 
ing gross  negligence  is  treating  students  at  the  infirmary  of  C.W. 
Post  College? 

Dr.  Post.  Yes. 

Mr.  Weiss.  Based  on  the  State's  investigation.  Dr.  Sablan  Darti- 
que,  who  was  excluded  from  the  Medicaid  Program,  among  your 
findings  were  that  he  treated  patients  on  the  basis  of  symptoms 
without  examination  or  diagnostic  tests.  When  he  did  order  tests, 
he  failed  to  evaluate  the  results,  and  routinely  provided  drugs  to 
addicts.  You  called  his  care  dangerous  and  negligent.  I  understand 
Dr.  Dartique  is  still  licensed  and  is  still  practicing  medicine  in  New 
York  State;  is  that  correct? 

Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  In  the  case  of  Dr.  Nardo  Santiago,  you  determined 
that  he  was  guilty  of  practicing  substandard  care  by  providing 
medications  to  patients  without  diagnosing  their  problems,  and  or- 
dering excessive  tests  for  patients  regardless  of  their  symptoms. 
You  concluded  that  this  physician  basically  did  not  know  what  he 
was  doing;  is  that  correct? 

Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  Yet,  Dr.  Santiago  still  has  his  license  and  is  practic- 
ing in  an  emergency  room  in  Yonkers;  isn't  that  true? 
Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  These  are  a  few  examples  of  the  massive  problem. 
Even  if  the  State  manages  to  exclude  a  physician  from  the  Medic- 
aid Program,  the  physician  still  maintains  his  or  her  license  and 
continues  to  treat  patients.  In  truth,  the  department  of  health  is 
frustrated  in  its  efforts  to  keep  dangerous  physicians  from  treating 
patients;  isn't  that  correct? 

Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  How  is  it.  Dr.  Post,  that  such  unqualified  doctors  get 
licensed  by  the  State  in  the  first  place? 

Dr.  Post.  Well,  so  many  of  these  people  come  from  countries 
where  the  medical  standards  are  far  lower  than  ours.  Graduates  of 
medical  schools  in  these  so-called  Third  World  countries  don't  get 
the  kind  of  education  that  our  own  medical  schools  provide.  They 
come  here  and  while  they  are  required  to  take  a  3-year  residency, 
we  have  found  that,  in  many  instances,  these  residencies  are  in  in- 
stitutions that  do  not  have  programs  that  would  qualify  as  training 
grounds  for  a  person  who  is  going  to  do  medical  practice.  Then 
they  go  on  and  take  a  written  examination.  We  felt  that  these  re- 
quirements, while  they  may  seem  very  good  on  paper,  need  much 
closer  surveillance.  We  should  have  our  people  go  over  to  these 
countries  and  find  out  what  kind  of  medical  schools  they  have, 
what  kind  of  facilities  they  have,  and  what  kind  of  hospital  is  asso- 
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dated  with  their  medical  school — the  same  kind  of  surveillance 
that  we  demand  of  our  own  medical  schools. 

Mr.  Weiss.  But  once  the  cases  of  this  nature  are  brought  to  the 
attention  of  the  licensing  authority  which  has  the  power  to  revoke, 
why  do  they  seemingly  take  such  a  loose  attitude  or  lax  attitude 
toward  revocation? 

Dr.  Post.  We  have  heard  it  said  and  hear,  and  this  is  third-hand 
gossip,  that  we  have  not  been  given  due  process  in  the  course  of 
our  trials  in  the  department  of  health  and,  therefore,  penalties 
that  the  panels  and  the  commissioner  of  health  might  have  sug- 
gested, are  reduced.  This  is  the  way  of  dealing  with  the  alleged 
lack  of  due  process.  I  don't  see  how  anybody  can  find  merit  to  this 
accusation  because  as  we  have  found  in  this  study  that  I  am  now 
completing,  some  doctors  have  had  over  40  hearing  days.  I  can't 
imagine  any  other  administrative  agency  that  would  tolerate  this 
kind  of  thing.  Their  attorneys  are  given  the  freedom  to  try  the 
cases  for  as  long  they  feel  it  is  necessary  and  these  hearings  may 
go  on  for  years. 

Mr.  Weiss.  Dr.  Post,  you  are  a  medical  person,  you  are  

Dr.  Post.  Yes. 

Mr.  Weiss  [continuing].  So  that  perhaps  you  are  not  the  expert 
on  due  process  but,  Ms.  Hyman,  you  are  an  attorney;  is  that  cor- 
rect? 

Ms.  Hyman.  That's  correct. 

Mr.  Weiss.  Would  you,  again,  for  the  record,  tell  us  what  it  is 
that  your  agency  does  by  way  of  investigation  and  due  process? 

Ms.  Hyman.  Well,  the  due  process  accusation,  I  assume,  is  lev- 
eled at  how  the  hearing  is  actually  conducted. 

Mr.  Weiss.  Right. 

Ms.  Hyman.  And  the  due  process  requirements,  as  I  am  sure  you 
are  aware,  are  essentially  that  an  accused  be  informed  of  the 
charges  against  him  or  her,  that  they  have  an  opportunity  to 
defend,  they  be  able  to  cross-examine  witnesses,  and  subpoena  wit- 
nesses if  necessary.  They  are  entitled  to  a  full  and  impartial  deci- 
sion based  solely  on  the  record  that  has  been  adduced  at  a  hearing. 
It  is  our  belief  that  the  hearings  conducted  by  the  department  of 
health  comply  fully  with  all  of  the  due  process  requirements.  A 
stenographic  record  is  recorded  and  all  of  what  I  have  just  de- 
scribed is  complied  with  and  more  during  the  course  of  the  hear- 
ing. Those  due  process  requirements  need  not  be  given  more  than 
once.  What  physicians  currently  have  available  to  them  in  New 
York  State,  given  the  scheme  that  exists  for  taking  away  a  license, 
is  not  only  the  full  due  process  opportunities  provided  at  a  hearing, 
but  then  level  upon  level  of  review  and  an  opportunity  to  say 
whether  or  not  what  has  occurred  has  been  in  their  view  fair. 
Therefore,  it  is  hard  to  understand  how  anyone  could  challenge  the 
due  process  available  to  physicians  in  the  State. 

Mr.  Weiss.  Now,  I  understand  that  Governor  Cuomo  just  recently 
has  suggested  that  the  board  of  regents  perhaps  ought  to  be  re- 
moved from  the  disciplinary  process. 

Ms.  Hyman.  He  has  filed  a  program  bill.  No.  182,  which  would 
revise  radically  the  way  in  which  the  disciplinary  process  for  physi- 
cians takes  place.  The  suggestion  contained  in  the  bill  is  that  not 
only  the  board  of  regents  be  removed  from  the  disciplinary  process, 
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but  also  the  commissioner  of  health,  so  that  the  hearings  that  I 
just  described  would  be  conducted  as  they  currently  are  and  that 
the  final  decision  would  be  made  by  the  hearing  committee  at  the 
conclusion  of  the  hearing.  Then  the  physician  would  have  available 
to  him  or  her  judicial  review,  which  is  currently  available  as  well. 

Mr.  Weiss.  Right,  so  that  it  would — because  I  gather  that  New 
York  probably  has  the  most  cumbersome  proceedings  

Ms.  Hyman.  I  think  that  is  correct. 

Mr.  Weiss  [continuing].  For  disciplining  physicians  of  any  of  the 
States. 
Ms.  Hyman.  That's  true. 

Mr.  Weiss.  What  is  the  status  of  that  legislation;  do  you  know? 

Ms.  Hyman.  My  understanding  is  that  the  bill  has  been  filed,  it 
is  waiting  for  sponsorship  and  assignment  to  a  committee.  A  simi- 
lar bill — a  study  bill — was  filed  in  the  last  legislative  session  and 
Senator  Godfried  of  the  assembly  health  committee  sponsored  it  at 
that  time. 

Mr.  Weiss.  The  Community  Service  Society  recently  released  a 
report.  Dr.  Post,  which  concluded  that  in  New  York  City's  low- 
income  neighborhoods,  the  community  health  care  system  is  so 
awful  that  there  is  no  adequate  primary  care  available  to  Medicaid 
patients  with  few  exceptions.  Based  on  your  experience,  would  you 
agree  with  that  characterization? 

Dr.  Post.  Yes,  sir. 

Mr.  Weiss.  Do  you  have  adequate  resources  to  investigate  all  the 
cases  involving  poor  quality  of  care? 
Dr.  Post.  Certainly  not. 

Mr.  Weiss.  How  many  investigators  do  you  have  in  the  office  of 
professional  medical  conduct? 

Ms.  Hyman.  There  are  currently  43  investigators  and  17  attor- 
neys. 

Mr.  Weiss.  And  what  is  the  case  load  for  each  investigator;  do 
you  know? 

Ms.  Hyman.  I  am  not  aware  of  that  but  I  know  that  there  are 
approximately  4,000  complaints  filed  each  year. 

Dr.  Post.  Currently,  the  investigators  are  carrying  between  50 
and  60  cases,  each  investigator. 

Mr.  Weiss.  OK,  well  I  want  to  thank  all  of  you  for  your  participa- 
tion and  for  your  testimony  and  I  hope  that,  Ms.  Frucher,  you  will 
go  back  to  your  agency  and  pull  some  of  the  material  together  for 
us.  You  also  can  perhaps  give  some  thought  as  to  how  your  agency 
can  become  a  player  as  far  as  these  facilities  which  seem  to  be  cre- 
ating the  greatest  problem,  but  seem  to  have  the  least  amount  of 
oversight  currently.  Thank  you  very  much.  I  appreciate  it. 

Before  we  have  our  next  panel,  we  will  take  a  very  brief  recess. 

[Recess  taken.] 

Mr.  Weiss.  The  subcommittee  will  now  resume  its  session  and 
our  second  panel  will  consist  of  Dr.  Mildred  A.  Morehead,  professor 
emeritus,  department  of  epidemiology  and  social  medicine  at 
Albert  Einstein  College  of  Medicine;  Dr.  Saundra  D.  Shepherd,  di- 
rector of  social  pediatric  training  program,  residency  program  in 
social  medicine,  Montefiore  Medical  Center;  and  Anjean  B.  Carter, 
director  of  health  research.  Community  Service  Society  of  New 
York. 


43 


Will  you  all  stand  and  raise  your  right  hand.  Do  you  swear  and 
affirm  that  the  testimony  you  are  about  to  give  will  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth? 

Voices  Of  Witnesses.  Yes. 

Mr.  Weiss.  Thank  you.  Let  the  record  indicate  that  each  of  the 
witnesses  has  responded  in  the  affirmative.  Dr.  Morehead,  I  think 
that  we  will  begin  with  your  testimony.  Please  identify  yourself  for 
the  record. 

STATEMENT  OF  MILDRED  A.  MOREHEAD,  M.D.,  PROFESSOR 
EMERITUS,  DEPARTMENT  OF  EPIDEMIOLOGY  AND  SOCIAL 
MEDICINE,  ALBERT  EINSTEIN  COLLEGE  OF  MEDICINE 

Dr.  Morehead.  I  am  Dr.  Morehead.  I  am  a  professor  emeritus  of 
epidemiology  and  social  medicine  at  the  Albert  Einstein  College  of 
Medicine. 

Mr.  Weiss.  All  of  your  prepared  statements  will  be  entered  into 
the  record  in  their  entirety,  and  I  would  like  you  to  try  to  summa- 
rize your  testimony  to  somewhere  between  7  and  10  minutes. 

Dr.  Morehead.  Let  me  know  in  7  minutes. 

Mr.  Weiss.  OK;  will  do. 

Dr.  Morehead.  My  major  experience  with  Medicaid  practice  oc- 
curred during  the  years  1978  through  1982  when  I  was  director  of 
ambulatory  care  for  the  Bronx  Professional  Standard  Review  Orga- 
nization. That  had  been  funded  by  the  Federal  Government  follow- 
ing the  hearings  of  Senator  Moss  in  the  mid-1970's.  The  only  two 
PSRO's  that  accepted  that  offer  of  the  Federal  Government  were 
the  Bronx  and  the  New  York  County,  the  other  boroughs  declined. 

We  identified  60  shared  health  facilities.  Because  we  were  work- 
ing with  the  Federal  moneys,  we  could  go  down  to  the  two  or  more 
facilities  that  is  in  the  Federal  definition  of  a  shared  health  facili- 
ty. We  had  to  go  street  by  street  to  count  those  60. 

I  would  like  to  give  you  a  little  background  on  the  data  that  we 
got  from  D.S.S.  In  1980,  for  the  South  Bronx,  the  shared  health  fa- 
cilities were  the  major  providers  of  ambulatory  care.  Eighty-four 
percent  of  the  people  used  those  facilities.  Forty  percent  use  them 
exclusively  with  more  than  two-thirds  of  them  using  more  than 
three  or  more  facilities.  Their  average  number  of  visits  was  11.2 
per  year.  The  average  nationally  is  about  four,  so  you  can  see  that 
they  were  very  high  utilizers.  We  were  very  concerned  about  this 
because  of  the  studies  of  quality  that  we  were  doing.  We  did  two 
kinds  of  quality  reviews.  We  looked  for  how  they  were  performing 
the  basic  workup  of  adults,  infants,  and  pregnant  women,  and  then 
we  sent  clinicians,  in  those  three  fields,  into  the  facilities  to  look  at 
the  care  provided  by  the  individual  physicians.  The  results  were 
disturbing  compared  to  the  200  neighborhood  health  centers  that 
we  had  looked  at,  all  of  the  New  York  City  Health  and  Hospital 
Corporation  OPD's,  the  children  and  youth  programs,  and  the  ma- 
ternal infant  care  programs.  The  adults  and  the  pregnant  women 
received  care  that  was  considered  some  20  percent  lower.  It  wasn't 
quite  as  much  lower  for  the  children,  but  that  was  because  the 
other  providers  rarely  reached  more  than  50  percent  of  what  was 
expected,  except  for  the  children  and  youth  programs  which  were 
outstanding. 
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Although  the  findings  from  those  baseline  studies  were  unsatis- 
factory, we  were  not  fully  prepared  for  what  the  clinicians  found. 
They  were  following  a  detailed  protocol  that  asked  them  about  the 
workup,  the  foUowup,  and  the  treatment,  and  then  asked  them 
whether  they  thought  the  care  overall  was  good,  or  whether  the 
care  for  the  specific  problem  that  we  had  given  them  was  good. 
They  thought  that  only  41  percent  on  the  average  were  satisfactory 
for  the  specific  condition,  and  considering  the  basic  workup  and  the 
maintenance  care,  only  22  percent  of  all  of  the  care  was  satisfac- 
tory. This  was  far  lower  then  any  other  settings  we  had  looked  at 
over  the  years. 

In  the  adults,  only  one-third  of  the  patients  had  a  good  basic 
workup,  and  we  had  serious  problems  with  overutilization  and 
overscheduling. 

In  pediatrics,  the  major  problem  was  lack  of  any  type  of  educa- 
tion and  lack  of  any  maintenance  care  and  I  will  get  into  the  clini- 
cal aspect  later. 

For  obstetrical  care,  51  percent  was  considered  unsatisfactory, 
followup  was  adequate  in  only  18  percent.  There  was  no  overutili- 
zation; in  fact,  39  percent  of  the  patients  weren't  seen  frequently 
enough,  and  there  were  no  hospital  arrangements  for  delivery. 

Now,  who  were  these  physicians?  By  and  large,  the  pediatricians 
and  obstetricians  were,  as  Dr.  Post  said,  trained  out  of  the  country, 
came  here,  and  took  their  3-year  residencies  and  were  young,  board 
eligible  or  board  certified.  They  were  working  in  the  mills  until 
they  could  get  enough  money  to  go  elsewhere.  The  adult  physicians 
were  different.  They  were  an  older  group,  primarily  American  born 
and  trained,  but  very  frequently  trained  in  another  specialty  but 
had  given  it  up.  For  example,  they  were  surgeons  or  anesthesiol- 
ogists who  couldn't  make  it  in  that  field  so  they  ended  up  doing 
general  practice  in  the  mills. 

In  pediatrics,  the  major  clinical  causes  of  poor  practice  were  ex- 
cessive treatments.  I  remember  one  of  our  reviewers  said,  "why 
don't  they  dispense  Kleenex?"  For  every  sniffle  that  a  child  came 
in  with,  he  would  end  up  with  three  or  four  or  five  medications. 
The  episodic  care  which  was  mentioned  was  certainly  prevalent. 
We  had  called  in  a  man  who  had  been  a  neonatologist  at  one  of  the 
hospitals  in  the  Bronx  who  was  very  well  trained.  We  said,  "You 
know  better  than  this;  what  are  you  doing?"  He  said,  "I  consider 
this  emergency  room  medicine;  I  am  not  here  to  weigh  and  meas- 
ure these  children  and  to  follow  their  growth  and  development.  I 
am  just  here  to  dispense  medication  for  them." 

The  obstetrics  was  a  mystery.  These  men  were  well  trained. 
There  was  a  whole  group  that  came  from  Roosevelt  St.  Lukes. 
Their  care  was  deplorable.  And  we  called  every  one  of  them  in  and 
said,  "What  are  you  doing?"  They  said,  "Well,  we  do  it  but  we 
don't  document  it."  That  is  a  standard  remark,  or  "We  don't  take 
them  to  the  hospital  because  Medicaid  doesn't  pay  enough."  They 
certainly  knew  better;  they  certainly  were  providing  very  poor 
care. 

The  adult  physicians  I  consider  a  different  breed  of  cat  really. 
Most  of  these  were,  as  I  said,  American  born,  good  American  born 
hustlers.  They  had  the  advantage  that  the  other  physicians  didn't 
have  of  being  able  to  bill  for  a  lot  more  procedures  than  the  pedia- 
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tricians  or  obstetricians.  They  could  get  paid  for  the  x  rays;  they 
could  get  paid  for  spirometries  or  EKG's.  If  they  wrote  chest  pain 
on  EKG's  every  time  they  took  it,  there  is  very  little  that  anyone 
could  do  to  challenge  them.  I  know  we  referred  to  D.S.S.  and  later 
on  to  P.M.C.  a  man  who  ranked  the  highest  in  the  State  for  order- 
ing EKG's.  To  my  knowledge  nothing  has  happened  to  him;  he  is 
still  out  there  taking  them.  No,  not  for  Medicaid  patients,  but  still 
out  there  in  the  world. 

It  was  very  difficult  to  get  around  them  because  they  knew  how 
to  answer  the  questions. 

Mr.  Weiss.  Dr.  Morehead,  you  have  used  7  minutes. 

Dr.  Morehead.  All  right.  Well,  I  have  just  two  words  to  say.  One, 
that  we  consider  D.S.S.  the  only  act  in  town  because  at  least  they 
could  knock  them  out  of  the  Medicaid  Program.  Nothing  ever  hap- 
pened as  far  as  we  knew  to  anybody  who  we  referred  to  profession- 
al medical  conduct. 

I  would  like  to  end  on  a  more  positive  note.j'Eor  the  past  4  years, 
I  have  been  reviewing  the  pediatric  resource  centers  which  serve 
primarily  Medicaid  patients.  They  are  funded  throughTthe  health 
department,  through  M.H.R.A.  They  have  had  such  a  good  record 
of  the  basic  care  that  we  have  been  doing  a  very  sophisticated 
review  on  coordination  and  comprehensive  care.  I  would  particular- 
ly like  to  single  out  Bellevue  Pediatric  Clinic.  It  is  without  question 
the  most  superb  caregiving  setting  I  have  ever  seen  for  children, 
and  I  would  hope  that  we  could  devise  ways  to  emulate  that  kind 
of  setting  more  frequently. 

[The  prepared  statement  of  Dr.  Morehead  follows:] 
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A  major  portion  of  my  exposure  to  care  provided  to 
medicaid  patients  occurred  during  the  years  1978  to  1982 
while  I  was  Director  of  AiTibulatory  Care  for  the  Bronx 
Professional  Peer  Review  Organization.    (BPSRO)  During  this 
period  we  were  funded  by  the  Federal  Government  to  examine 
the  quality  of  care  in  the  Shared  Health  Facilities  (SHF's) 
or  Medicaid  Mills  in  the  Bronx. 

At  that  time  we  had  identified  about  60  such  facilities 
in  the  South  Bronx.  (The  Federal  definitions  were  facilities 
with  two  or  more  providers  while  the  State  was  four  or  more.) 

1980  Utilization  data  from  New  York  State  Department  of 
Social  Services   (DSS)   indicated  that  the  SHF's  were  the  major 
provider  of  ambulatory  care  to  Medicaid  patients  in  the  South 
Bronx. (1)   84%  of  the  sample  population  used  these  facilities: 
40%  went  to  no  other  provider  and  46%  also  frequented  out- 
patient departments  or  neighborhood  health  centers.  The 
utilization  was  extraordinarily  high:   the  patients  averaged 
11.2  visits  per  year  compared  to  the  national  average  of 
about  4.  These  findings  were  of  particular  concern  because  of 
the  findings  of  studies  of  the  quality  of  care  at  these 
facilities  that  had  been  conducted. 

Several  approaches  were  used  to  examine  the  facilities. 
Counts  were  made  of  the  number  of  patients  under  active  care, 
the  number  of  patients  seen  per  hour  by  the  providers  and  a 
series  of  interviews  were  conducted  with  patients,  staff  and 
providers  about  patient  care  policies.  Chart  audits  were 
performed  by  nurses  to  determine  the  completeness  of  basic 
work-ups  and  maintenance  care  for  infants,  adults  and 
pregnant  women. (2)  These  consisted  of  a  series  of  items  which 
were  given  credit  if  present.  Finally,  a  structured  implicit 
peer  review  was  undertaken  by  appropriate  BPSRO  specialists 
of  the  care  provided  by  adult  care  physicians,  pediatricians 
and  obstetrician-gynecologists . ( 3 ) 
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The  findings  were  disturbing.  The  scores  of  the  baseline 
work-ups  were  compared  with  similar  studies  that  had  been 
conducted  in  over  200  Neighborhood  Health  Centers  (NHC),  in 
the  NYC  municipal  hospital  OPD's,  and  with  a  more  limited 
number  of  specialty  programs:  Children  and  Youth  Centers 
(C&Y's)  Maternal  and  Infant  Care  Programs. 

The  average  scores  reflecting  basic  workup  and  care  to 
pregnant  women  and  adult  patients  were  approximately  20  % 
below  the  averages  of  the  other  health  care  provider  types 
and  reflected  an  unacceptably  low  level  of  care.   (4)  The  care 
for  pregnant  women  was  of  particular  concern  among  this  group 
of  high-risk  patients.  The  number  of  prenatal  and  postpartum 
visits,  and  the  care  on  these  visits,  as  well  as  the 
provision  of  family  planning  services,  were  more  than  30% 
below  the  NHC  average  which  in  turn  were  lower  than  the  City 
Hospital  OPD's  or  M&I  programs.  The  initial  prenatal  workup 
was  about  20%  below  the  NHC  average.     What  is  of  extreme 
interest  is  the  fact  that  the  SHF's,  by  and  large,  had  a 
considerably  higher  proportion  of  women  appearing  the 
first  trimester  of  pregnancy  than  the  other  types  of 
facilities.  It  is  unfortunate,  in  view  of  this  early 
registration,  that  subsequent  care  was  so  incomplete:  failure 
to  take  blood  pressures  or  examine  the  urine  on  every  visit. 

The  majority  of  the  components  of  an  adult  workup:  the 
history,  rectal  and  pelvic  examinations  and  laboratory 
studies  were  also  20  %  of  more  lower  than  the  NHC's. 

While  the  maintenance  care  of  infants  and  preschool 
children  in  the  SHF's  was  not  appreciably  lower  than  in  the 
NHC's,  the  ratings  for  the  latter  reflected  that  only 
approximately  half  of  what  was  expected  was  accomplished. 
In  the  SHF's,  hemoglobin,  urine  and  tuberculosis  screening 
were  particularly  low  as  were  the  screening  procedures  for 
the  preschool  child.  Neither  the  SHF's  or  the  NHC's  came 
close  to  the  ratings  of  the  C&Y  programs. 

While  the  baseline  findings  were  below  those  of  other 
facilities  reviewed,  the  ratings  did  not  prepare  us  for  the 
almost  completely  unsatisfactory  level  of  care  that  was 
reported  by  the  reviewing  clinicians.  Among  the  records 
reviewed  in  the  primary  care  fields,  only  41%  were  considered 
to  have  had  the  specific  problem  reviewed  managed  in  a 
satisfactory  manner,  and  only  2  2%  of  the  patients  received, 
on  an  overall  basis,  care  that  was  considered  satisfactory. 
These  judgements  of  the  quality  of  care  are  at  a  far  lower 
level  than  the  NHC's  and  other  settings  where,  by  and  large, 
the  same  clinicians  reviewed  case  management. 

Only  about  one-third  of  the  adult  patients  were 
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considered  to  have  had  their  specific  problems  adequately 
handled  and  only  half  that  number  were  given  an  overall 
management  rating  of  satisfactory.  Although  the  clinicians 
felt  that  the  diagnosis  was  reasonably  established  in  62%  of 
the  cases,  only  one-third  had  adequate  historical  data, 
physical  examinations,  appropriate  medications  and  adequate 
follow-up.  Evidence  of  patient  education  and  advice  was 
present  in  only  11%  of  the  charts.  Among  the  adult  patients 
there  were  a  greater  number  (almost  one- third)   than  in  the 
other  specialties  where  it  was  felt  that  there  was 
overutilization  or  overscheduling  of  visits. 

In  pediatrics,  again,  only  one-third  of  the  specific 
problems  were  felt  to  have  been  handled  in  a  satisfactory 
manner.  A  much  smaller  proportion  (6%)  were  felt  to  have 
received  a  satisfactory  level  of  overall  care  which  would 
have  included  attention  to  health  maintenance.  A  higher 
proportion  of  children  than  adults  were  felt  to  have  received 
adequate  physical  examination  and  diagnostic  services  were 
also  more  frequent  than  in  adults.  Follow-up  was  weak, 
however,  with  only  20%  receiving  adequate  follow-up  care  for 
their  problems.  Contrary  to  adults,  underutilization  in  terms 
of  visits  was  more  of  a  problem  than  overutilization. 
Patient  education,  so  important  in  child  care,  was  also 
sorely  lacking  (6%). 

The  proportion  of  care  considered  satisfactory  was 
higher  among  high  risk  obstetrical  patients  and  those  with 
gynecologic  problems  than  in  medicine  or  pediatrics,  but 
still  not  high  enough  to  give  any  sense  that  patients  from 
this  deprived  area,  where  neonatal  and  maternal  death  rates 
are  high,  are  receiving  an  adequate  level  of  care.  Slightly 
more  than  half  of  the  high  risk  patients  were  felt  to  have 
had  their  specific  problems  managed  in  an  unsatisfactory 
manner  and  overall  care  was  considered  unsatisfactory  in  two 
thirds  of  the  cases.  Again,  patient  education  was  almost 
completely  lacking  and  follow-up  adequate  in  only  18%.  Only 
one-fourth  were  considered  to  have  received  medications 
appropriate  to  their  condition.  None  of  these  patients  were 
felt  to  have  been  seen  too  frequently  and  39%  were  not  seen 
often  enough.     A  major  problem  in  obstetrical  care  was  that 
none  of  the  patients  were  delivered  by  the  obstetricians  who 
provided  the  prenatal  care.  The  women  were  advised  to  go 
wherever  they  wished  for  delivery  and  the  records  frequently 
did  not  indicate  where  nor  were  records  of  the  prenatal  care 
made  available  to  the  hospital. 

Minor  gynecological  care  was  handled  in  a  more 
satisfactory  manner  (63%).  However,  actual  diagnostic 
confirmation  of  the  problems,  mainly  vaginal  discharge,  was 
adequate  in  only  one-forth  of  the  cases,  appropriate 
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medication  provided  in  only  half  and  two-thirds  did  not  have 
adequate  follow-up. 

Who  were  the  doctors  providing  the  care?  In  general,  the 
pediatricians  and  obstetricians  were  young  and  foreign  born 
who  had  gone  to  medical  school  in  their  own  countries 
(predominately  Asia  or  South  America)  and  received  residency 
training  in  the  USA.  Almost  all  were  board  eligible  or  board 
certified.  Most  had  just  completed  their  residencies  and  were 
working  at  the  facilities  part  time  to  earn  money  before 
establishing  their  practices  elsewhere.     Many  of  the  women 
pediatricians  were  raising  families  and  had  limited 
practices. On  the  other  hand,  the  adult  care  providers  tended 
to  be  older,  American  born  and  trained,  often  in  another 
specialty  such  as  anesthesiology  or  surgery  and  were  making  a 
life  time  career  of  their  practices.  Several  were  owners  of 
facilities . 

The  pediatricians  work  suffered  from  excessive  use  of 
medications,  one  pediatric  reviewer  commented  "I  wish  someone 
would  give  that  man  a  box  of  Kleenex  to  dispense".     And  there 
was  also  a  lack  of  attention  to  the  basic  preventive  care  so 
necessary  ^n  pediatrics.  We  called  in  one  pediatrician  whose 
work  was  found  to  be  unsatisfactory.     He  was  a  neonatologist 
at  a  local  hospital  and  moonlighting  in  a  SHF.  He  was  frank 
to  admit  that  he  saw  his  role  as  an  emergency  room  physician, 
that  time  (read  also  money)  did  not  allow  for  attention  to 
health  education  or  monitoring  of  growth  and  development. 

It  is  harder  to  explain  what  the  obstetricians  felt  was 
the  justification  for  the  caliber  of  the  work  they  were 
providing.     Other  than  the  traditional  response,  "well,  I  did 
all  the  right  things,  I  just  didn't  write  them  down"  there 
was  no  excuse  for  the  bare,  inadequate  recording.  The  lack  of 
follow-through  for  hospital  care  was  attributed  to  Medicaid 
low  fees. 

The  adult  providers  were  a  different  "breed".  Most  of 
the  physicians  we  referred  to  DSS  and  who  were  dropped  from 
the  Medicaid  program  were  exploiting  the  system  and 
justifying  it  every  step  of  the  way.  The  man  who  had  the 
highest  ratio  of  EKG's  to  patient  visits  in  the  State  was 
careful  to  write  "chest  pain"  at  every  visit  he  took  this 
test.   (The  adult  providers  were  able  to  bill  personally  for 
many  more  additional  tests  than  was  true  for  the  other 
primary  care  providers.)  A  patient  said  to  be  a  hypertensive, 
although  adequate  blood  pressures  were  not  present  to  justify 
the  diagnosis,  let  alone  treatment,  was  said  to  be  seen  at 
biweekly  intervals  so  that  he  could  be  adequately  "educated". 
Chest  films  were  overordered  because  of  "possible  pneumonia" 
and  "rales"  were  always  noted  in  the  record  when  these  were 
taken. 
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The  majority  of  the  physicians  that  were  referred  to  DSS 
and  later  to  the  Office  of  Professional  Medical  Conduct  were 
adult  care  providers.  The  latter  agency,  to  my  knowledge,  did 
nothing  with  the  six  to  eight  physicians  that  reached  their 
office.  Only  one,  who  had  been  sentenced  by  a  federal  judge, 
was  eventually  forced  from  practice  in  New  York.    (5)  DSS, 
which  we  called  the  "only  act  in  town"  was  able  to  exclude  a 
number  from  the  Medicaid  program,  but  this  left  them  free  to 
practice  unsupervised  among  the  general  population. 

The  BPSO  made  many  efforts  to  improve  the  level  of  care 
in  the  SHF's.  I  don't  believe  any  had  any  impact  at  all.  We 
issued  detailed  reports  with  reconmendations  to  each 
physician  reviewed,  issued  practice  guidelines  for  more 
commonly  seen  conditions  (6),  sent  out  examples  of  adequate 
medical  records. (7)  Rereviews  of  marginal  physicians  showed 
no  appreciable  impact.  We  were  particularly  concerned  about 
obstetrical  care  and  arranged  for  each  Bronx  Hospital  to  have 
a  designated  person  who  could  be  called  who  would  be 
responsible  for  obtaining  the  SHF  record  on  patients  they 
were  to  deliver.  Over  a  one  year  period,  there  were  no  calls. 
We  held  a  large  meeting  with  local  hospital  representatives 
and  invited  all  the  SHF  physicians  to  see  what  could  be  done 
about  improving  liaison  with  the  hospitals,  admitting 
practices  and  even  staff  privileges.  Every  hospital  was 
represented,  about  20  individuals  from  State  agencies  came, 
there  were  one  or  two  facility  owners  but  the  only  physician 
I  recall  was  one  who  we  had  ifeferred  to  DSS  for  exclusion 
from  the  program. 

To  end  on  a  more  positive  note,  I  would  like  to  comment 
on  the  chart  reviews  I  have  been  involved  with  for  the  past 
four  years  of  the  Pediatric  Resource  Centers  administered  by 
the  Medical  and  Health  Research  Association  of  NYC  (MHRA) 
with  funding  from  the  State  and  Health  Department .( 8 )  These 
programs  treat  primarily  Medicaid  patients  and  most  are 
located  in  the  New  York  City  Municipal  Hospital  pediatric 
clinics..  Because  the  clinics  had  been  reviewed  for  baseline 
care, with  favorable  results,  over  a  number  of  years  by  State 
agencies  a  more  sophisticated  approach  was  taken  in  these 
current  reviews.  Abstracts  to  examine  comprehensive  care  of 
the  high  risk  conditions  under  care  were  used.  These 
conditions  included  low  birth  weight  infants,  sheltered  or 
dislocated  families,  parenting  problems  and  adolescent 
mothers  and  their  children.  The  results  of  these  reviews  have 
been  gratifying.  Although  there  have  been  some  omissions  such 
as  consultations  with  social  work  or  failure  of  infants  to  be 
screened  by  an  audiologist,   in  general  the  findings  have 
reflected  a  superior  level  of  care  to  high  risk  patients.  I 
have  been  particularly  impressed  with  the  operation  of  the 
Bellevue  Hospital  Pediatric  Clinic  which  has  many  innovations 
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in  the  delivery  of  child  care  and  whose  overall  performance 
is  far  superior  to  any  of  the  multiple  pediatric  settings  I 
have  reviewed  over  the  years. 
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Mr.  Weiss.  Thank  you  very  much,  Dr.  Morehead.  Dr.  Shepherd. 

STATEMENT  OF  SAUNDRA  D.  SHEPHERD,  M.D.,  DIRECTOR, 
SOCIAL  PEDIATRIC  TRAINING  PROGRAM,  RESIDENCY  PRO- 
GRAM IN  SOCIAL  MEDICINE,  MONTEPIORE  MEDICAL  CENTER 

Dr.  Shepherd.  I  am  Saundra  Shepherd.  I  am  assistant  professor 
of  pediatrics  and  of  epidemiology  and  social  medicine  at  Montefiore 
Medical  Center. 

I  want  to  thank  the  subcommittee  for  this  opportunity. 

At  this  point  there  is  general  acknowledgment  I  think  in  the  pro- 
vider as  well  as  the  consumer  communities  that  Medicaid  care  is 
generally  second  or  third  class.  One  of  my  patients  refers  to  Medic- 
aid care  as  the  back  of  the  bus.  At  the  inception  of  the  program, 
many  physicians  and  dentists  were  very  willing  to  participate  in  it. 
By  the  time  I  was  a  medical  student  in  the  early  1970's,  very  few 
physicians  tolerated  either  the  paperwork  or  the  meager  reim- 
bursement. The  Medicaid  service  clearly  became  the  province  of 
the  clinics,  especially  in  the  city  hospitals.  Many  private  pediatri- 
cians, however,  continued  to  accept  Medicaid  reimbursement  well 
into  the  early  1980's,  the  time  when  I  began  practicing  independ- 
ently. • 

At  this  moment,  I  know  of  only  one  pediatrician  in  my  communi- 
ty on  the  Upper  West  Side  who  accepts  Medicaid  reimbursement. 
He  has  one  very  poorly-appointed  office  in  a  poor  community 
where  he  gives  patients  very  short  shrift,  and  then  he  has  his 
middle  class  office  in  the  Columbia  University  area  where  he  gives 
more  comprehensive  care  to  paying  patients. 

In  the  South  Bronx  where  I  train  my  residents,  many  doctors  in 
the  poorest  parts  of  that  community  accept  Medicaid  reimburse- 
ment for  care,  but  for  care  that  is  clearly  substandard.  Good  doc- 
tors in  good  neighborhoods  don't  accept  Medicaid  patients. 

No  dentists  that  I  know  of  still  accept  Medicaid.  Many  pharma- 
cies will  not  accept  Medicaid  prescriptions  or  they  will  limit  what 
they  provide  under  the  Medicaid  Program.  There  are  some  unscru- 
pulous practitioners,  both  physicians  and  pharmacists,  who  will 
accept  the  Medicaid  reimbursement  if  they  are  given  $10  or  $20  in 
cash  in  addition  to  the  Medicaid  card.  Most  will  simply  refuse  to  do 
the  paperwork  that  is  involved. 

Patients  who  use  Medicaid  therefore  are  relegated  to  the  use  of 
our  substandard  clinic  system  where  crowding,  long  waits,  no  conti- 
nuity, no  preventive  health  care,  no  health  education,  no  compre- 
hensive care,  and  intermittent  care  are  the  order  of  the  day.  By 
and  large,  those  people  who  qualify  for  Medicaid  are  poor  and 
sicker  than  the  general  population.  There  is  more  chronic  and 
acute  illness,  more  congenital  illness,  more  nutritional  deficiency 
and  far  more  social  stress.  This  is  the  population  that  improves 
when  we  give  comprehensive  primary  care  includ  lig  psychosocial 
services  and  social  services.  It  is  a  population  where  adolescent 
pregnancy  rates  go  down  with  family  planning  services,  and  regu- 
lar health  care,  where  nutritional  deficiencies  remit  with  health 
education,  where  hypertension  and  diabetes  improve  and  their 
long-term  sequelae  are  prevented  if  there  is  regular,  comprehen- 
sive, and  continuous  primary  care. 
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Although  many  hospital-based  clinics  attempt  to  do  some  of  this, 
they  cannot  do  it  properly  because  of  the  volume  of  the  need. 
There  is  decreased  access  to  consultants  and  patients  see  mainly 
the  junior  staff  and  get  poor  foUowup.  Many  workups  and  treat- 
ments are  repeated  several  times  over.  Evaluations  are  both  rushed 
and  inefficient.  The  sickest  population  is  the  least  well  served. 

I  want  to  say  a  word  about  the  care  of  the  homeless.  As  this  pop- 
ulation grows,  it  is  emerging  as  an  even  sicker  and  generally  more 
needy  one  than  the  workmg  poor.  As  there  are  no  centralized 
health  records  for  them,  they  float  from  place  to  place  getting  bits 
of  episodic  care  in  overcrowded  and  overbusy  clinics  and  emergen- 
cy rooms.  Their  care  costs  the  community  an  enormous  amount  of 
money  because  it  is  substandard  and  redundant.  I  met  a  mother  in 
a  Bronx  shelter  who  had  her  two  children  seen  in  three  different 
emergency  rooms  during  the  course  of  1  week  for  the  same  two 
problems.  They  got  two  different  sets  of  tests  and  medication  and 
no  followup  care.  That  means  that  we  as  a  community  have  paid 
three  times  for  virtually  no  care  at  all.  At  the  time  that  I  saw 
them,  the  problem  had  not  yet  been  definitively  treated.  Late  treat- 
ment often  means  that  we  end  up  paying  to  treat  a  chronic  illness. 

Medicaid  reimbursement  rates  in  our  community  almost  certain- 
ly preclude  the  participation  of  new,  young  providers  who  cannot 
survive  at  the  practitioner  rate  of  $25  for  an  adult  new  visit,  $19.50 
for  a  pediatric  new  visit,  and  $11  for  foUowups.  Our  failure  to 
prioritize  our  children,  indeed  to  give  them  equal  care,  I  think,  is 
reflected  in  the  differential  rate  of  reimbursement. 

Another  physician  deterrent  is  the  complex  bureaucracy  associat- 
ed with  Medicaid  reimbursement.  The  payment  is  slow,  the  claims 
are  often  rejected  secondary  to  computer  errors,  patients  are  can- 
celed by  computer  error,  patients  are  frequently  canceled  second- 
ary to  failure  to  appear  at  a  face  to  face  hearing  for  which  they 
receive  no  notification.  In  many  of  those  csises,  the  patients  are  in 
hospital  at  the  time  their  face  to  face  is  scheduled  or  they  may  be 
living  in  shelters  where  they  never  get  the  mail  telling  them  that 
they  are  due  for  a  face  to  face. 

Unfortunately,  patients  are  often  even  canceled  by  punitive  case 
workers.  Despite  all  the  written  avowals  to  reimburse  physicians 
for  emergent  care  provided  to  either  illegal  aliens  or  under  the 
temporary  letter  program  through  Medicaid,  most  often  this  care 
remains  unreimbursed.  Reimbursement  for  intravenous  and  intra- 
muscular medications  is  often  not  given  and  when  it  is  given,  it  fre- 
quently doesn't  cover  the  cost  of  the  service. 

At  a  hospital  visit  rate  of  $10  per  day,  clearly  we  are  being  told 
"do  not  get  involved  in  the  care  of  the  poor."  I  don't  believe  that  it 
was  the  intention  of  the  enabling  legislation  to  create  a  second- 
class  system,  but  without  putting  substantial  curbs  on  insurance 
company  and  out-of-pocket  rates,  and  by  maintaining  these  rates 
for  Medicaid,  that  is  precisely  the  effect  that  the  title  19  legislation 
is  having  on  patient  care. 

We  are  hard  pressed  to  convince  well-trained,  new  physicians  to 
provide  comprehensive  primary  care  to  the  poor  with  this  deter- 
rent. Because  the  facility  reimbursement  rate  is  higher,  we  encour- 
age abuse  of  the  system  by  groups  of  practitioners.  In  Medicaid 
Mills,  the  privately-owned  and  operated  storefront  clinics  that  we 
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find  in  every  poor  neighborhood,  abuse  of  the  system  is  sanctioned, 
protected,  systematic  and,  I  believe,  encouraged.  Most  of  the  ones 
in  my  area  are  organized  with  their  own  labs  and  their  own  phar- 
macies. In  one  such  facility  where  the  owner  tried  to  recruit  my 
services,  he  described  the  system  in  the  following  way: 

You  only  have  to  come  three  or  four  times  a  week  to  sign  charts  and  prescrip- 
tions. You  leave  us  the  signed  prescriptions  and  when  the  physicians'  assistant  sees 
the  patient,  they  write  for  Valium  or  antibiotics  or  whatever  they  want.  There  is  no 
problem  because  we  fill  them  right  here  downstairs.  Everyone  who  comes  in  gets  a 
complete  blood  profile,  a  urinanalysis,  an  EKG,  a  chest  x-ray,  and  TB  testing  and  we 
do  all  of  the  lab  work  here.  In  the  year  that  has  just  passed,  which  is  our  first  year 
of  operation  for  that  clinic,  we  pulled  down  $300,000  and  I  would  be  guaranteed  an 
income  of  $30,000  or  $40,000  for  an  occasional  phone  call  and  less  than  20  hours  of 
supervisory  work.  You  don't  have  to  actually  see  any  patients  as  a  supervising  phy- 
sician. 

When  I  questioned  the  ethics  of  such  practice,  the  physician/ 
owner  was  quick  to  tell  me  that  since  this  abuse  of  Medicaid  was 
common  practice  in  the  community  and  he  actually  provided  better 
one  shot  care  than  any  of  the  emergency  rooms,  he  was  entitled  to 
get  rich  in  this  way. 

A  recent  study  that  several  people  have  already  alluded  to  by  the 
Community  Service  Society  documents  patients  lined  up  in  the 
hallways  to  use  their  Medicaid  cards  to  buy  prescriptions,  mainly 
for  psychotropic  medications,  which  is  something  that  we  have  doc- 
umented in  almost  all  of  the  Medicaid  facilities  of  this  type  in  our 
community. 

These  patients  are  generally  not  seen  by  a  practitioner  of  any 
sort,  and  claim  forms  are  filed  for  facility  visits.  One  young  father 
of  a  patient  of  mine  in  my  community  told  me  that  he  usually  goes 
to  the  local  Medicaid  Mill  when  he  needs  to  buy  a  note  for  being 
off  work. 

Another  patient  I  recently  inherited  had  been  to  one  of  the 
better  Medicaid  Mills  where  she  was  told  by  a  member  of  the  cleri- 
cal staff  that  her  positive  tuberculosis  test  was  no  big  deal  and 
didn't  require  another  doctor's  visit.  Luckily,  the  child's  father  was 
quite  ill  with  tuberculosis  and  the  mother  was  alarmed  and 
thought  she  had  to  seek  other  medical  attention. 

No  standards  are  set  for  any  aspect  of  the  care  in  these  facilities. 
One  youngster  who  came  to  our  clinic,  and  in  whom  we  quickly  di- 
agnosed active  AIDS,  was  being  followed  at  one  of  those  facilities 
without  any  of  the  recommended  protocols  for  following  children  of 
that  age  group.  Had  the  protocols  for  regular  health  care  been  fol- 
lowed, that  child's  AIDS  would  have  been  diagnosed  far  sooner. 

Few,  if  any,  provider  standards  are  set  in  these  facilities.  Often, 
the  physician /owner  is  the  only  licensed  practitioner  who  is  associ- 
ated with  the  place.  There  are  certainly  no  provisions  made  for 
continuity  standards  for  continuing  medical  education,  peer  review 
or  quality  assurance.  Frequently,  they  are  manned  by  foreign  grad- 
uates who  are  having  trouble  finding  a  training  slot  or  a  practice 
slot  and  who  are  hired  while  they  await  their  credentialling  local- 
ly. They,  too,  are  demoralized  by  the  difficulty  inherent  in  getting 
into  the  system,  and  they  most  often  have  little  or  no  appreciation 
for  the  cultural  differences  they  are  being  plunged  into.  So  there  is 
little  ability  even  where  there  is  some  will  to  provide  appropriately 
comprehensive  services. 
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In  sum,  these  facilities  are  a  huge  drain  on  the  State's  medical 
care  dollars.  They  accoimt  for  the  erroneous  head  counts  when  the 
Federal  Government  calculates  doctor/ patient  ratios.  Despite  the 
fact  that  these  are  often  the  only  medical  facilities  to  which  com- 
munities have  access,  they  are  not  considered  physician  shortage 
areas  precisely  because  we,  as  a  community,  have  not  acknowl- 
edged the  truth  of  how  these  shared  health  facilities  really  func- 
tion, so  they  rob  the  community  of  medical  care  dollars  and  of 
access  to  real  primary  care. 

Mr.  Weiss.  Dr.  Shepherd,  would  you  summarize  it  in  1  minute? 

Dr.  Shepherd.  Yes,  I  am  done.  One  last  area  where  abuses  of  the 
system  and  of  the  patients  is  common  are  the  pharmacies,  particu- 
larly those  owned  by  the  Medicaid  Mills.  There  is  double  billing, 
there  is  demand  for  cash  and,  in  general,  patients  are  not  given  the 
prescriptions  that  the  doctors  have  written  for. 

By  and  large,  I  think  those  patients  who  should  qualify  for  Med- 
icaid like  minors,  minors  with  children  of  their  own,  don't  manage 
to  get  care  through  these  facilities  and  through  the  Medicaid  Pro- 
gram in  general  because  of  the  way  in  which  the  bureaucracy  is 
organized.  I  want  to  just  say  that  I  think  that  the  system  failed 
these  patients  not  because  the  system  ought  not  to  exist  but  be- 
cause there  are  some  design  faults  in  it  that  we  ought  to  rectify  in 
order  to  make  sure  that  the  poorest  people  in  our  population  get 
the  kind  of  services  that  they  need.  Thank  you. 

[The  prepared  statement  of  Dr.  Shepherd  follows:] 
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I  am  Saundra  D.  Shepherd,  M.D.  a  pediatrician  licensed  to 
practice  in  the  State  of  New  York.  I  attended  Yale  University 
School  of  Medicine  and  trained  at  New  York  University  and  Columbia 
Presbyterian  Medical  Centres.  I  have  held  various  faculty 
positions  and  am  currently  Director,  of  the  Social  Pediatric 
Training  program  at  Montefiore  Medical  Center  in  the  Bronx. 

I  wish  to  thank  the  committee  for  this  opportunity  to  address 
the  issue  of  the  quality  of  care  received  by  patients  whose  medical 
care  is  provided  under  the  Medicaid  program. 

I  would  like  to  address  the  issue  of  quality  in  several 
aspects  of  the  program  as  I  know  it: 

1.  Accessibility  to  care 

Accessibility  to  continuous,  comprehensive 
care,   i.e.  effectiveness 

2.  Program  efficiency,   including  recruitment  of 
new  providers 

3.  Program  abuses,   including  "Medicaid  Mills" 

4.  Poor  ancillary  provisions:   little  access 
to  pyschosocial  services;   slow  approval 
of  hard  goods. 


There  is  general  acknowledgement  in  the  provider  and  cons\imer 
communities  that  Medicaid  care  is  2nd  or  3rd  class  care,  or,  as  one 
of^  my  patients  always  says"the  back  of  the  bus".  At  the  inception 
of  the  program  many  physicians  and  dentists  willingly  participated 
in  it.  The  signing  up  required  only  filling  in  some  forms  and 
certainly  everyone  working  in  public  facilities  felt  obliged  to 
participate.  By  the  time  I  was  a  medical  student  in  the  early 
1970 's  few  physicians  could  tolerate  the  paperwork: 

special  prescription  forms 

detailed  claim  forms 

prolonged  waits  for  service  approvals 

or  the  meager  reimbursement  and  medicaid  service  clearly 
became  the  province  of  the  clinics,  especially  of  city  hospitals. 
Many  private  pediatricians,  however,  still  accepted  Medicaid 
reimbursement  in  the  early  1980 's  when  I  began  to  practice 
independent ly . 
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At  this  moment  I  know  of  only  one  other  pediatrician  in  my 
area  on  the  upper  west  side  who  accepts  Medicaid  reimbursement. 
He  has  one  poorly  appointed  office  in  a  poor  community  where  he 
gives  patients  very  short  shrift  and  he  also  has  his  middle  class 
office  in  the  Columbia  University  area  where  he  gives  more 
comprehensive  care  to  patients  who  can  pay. 

In  the  South  Bronx  where  I  train  my  residents,  many  doctors 
in  the  poorest  communities  accept  Medicaid  reimbursement  for  care 
that  is  similarly  substandard.  Good  doctors  in  good  neighborhoods 
do  not  accept  Medicaid  patients. 

No  dentists  that  I  know  of  still  accept  Medicaid.  Many 
pharmacies  no  longer  accept  Medicaid  prescriptions  or  limit  what 
they  will  provide  under  the  program.  Unscrupulous  practitioners 
v^ill  accept  the  medicaid  reimbursement  if  the  patient  can  pay  $10 
or  $20  in  cash  in  addition.  Most  simply  refuse  to  do  the  paperwork 
involved . 

Patients  who  use  Medicaid,  therefore,  are  relegated  to  the  use 
of  our  substandard  clinic  system  where  crowding,  long  waits,  no 
continuity  of  care,  no  preventive  health  care,  no  health  education, 
no  comprehensive  care  and  intermittent  care  are  the  order  of  the 
day.  3y  and  large  those  people  who  qualify  for  Medicaid  are  poorer 
and  sicker  than  the  general  population.  There  is  more  chronic  and 
acute  illness,  more  congenital  illness,  more  nutritional  deficiency 
and  far  more  social  stress.  This  is  the  population  that  improves 
when  we  give  comprehensive  primary  care,  including  psychosocial 
services,  &  social  services;  it  is  a  population  where  adolescent 
pregnancy  rates  go  down  with  family  planning  services  and  regular 
health  care,  where  nutritional  deficiencies  remit  with  health 
education,  where  hypertension  and  diabetes  improve  and  their  long 
term  sequelae  are  prevented  if  regular,  comprehensive  and 
continuous  primary  care  is  given.  Although  many  hospital-based 
clinics  attempt  to  do  some  of  this  they  cannot  do  so  properly 
because  of  the  volume  of  need.  There  is  decreased  access  to 
consultants  and  patients  see  mainly  the  junior  staff  and  get  poor 
follow-up.  Many  work-ups  and  treatments  are  repeated  many  times. 
Evaluations  are  both  rushed  and  inefficient.  Thus,  the  sickest 
population  is  the  least  well  served. 

A  word  about  the  homeless  is  in  order.  As  this  population 
grows  it  is  emerging  as  an  even  sicker  and  generally  more  needy  one 
than  the  working  poor.  As  there  are  no  centralized  health  records 
for  them  they  float  from  place  to  place  getting  bits  of  episodic 
care  in  overcrowded,  overbusy  clinics  and  emergency  rooms.  Their 
care  costs  the  community  an  enormous  amount  of  money  because  it  is 
substandard  and  redundant.  A  mother  I  met  in  a  Bronx  shelter  had 
her  2  children  seen  in  3  different  emergency  rooms  during  l  week 
for  the  same  2  problems.  They  got  2  different  sets  of  tests  and 
medication  and  no  follow-up  care.  That  means  that  we  the  community 
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have  paid  3  times  for  virtually  no  care  at  all.  When  I  saw  theirs 
the  problem  had  not  yet  been  definitively  treated.  Late  treatment 
often  means  that  we  end  up  paying  to  treat  a  chronic  illness. 

Medicaid  reimbursement  rates  in  our  community  almost  certainly 
preclude  the  participation  of  new,  young  providers  vjho  cannot 
survive  at  the  practitioner  rate  of  $25  for  an  adult  new  visit, 
$12,50  for  a  pediatric  new  visit  and  $11  for  follow-ups.  (Our 
failure  to  prioritise  our  children,  indeed  to  give  them  equal  care 
is  reflected  in  the  differential  rate) . 

Another  physician  deterrent  is  the  complex  bureaucracy 
associated  with  Medicaid  reimbursement. 

-Payment  is  slow 

-Claims  are  often  rejected  secondary  to  computer 
error 

-Patients  are  frequently  cancelled  with  out  notice 
by  computer  error 

-Patients  are  frequently  cancelled  secondary  to 
failure  to  appear  at  a  face-to-face  for  which 
they  received  no  notification.     In  many  of  these 
cases  the  patients  are  ill,   even  hospitalized,  or 
in  shelters  where  they  receive  no  mail,   or  are 
moving  from  one  shelter  to  another. 

-Patients  are  frequently  cancelled  punitively  by 
angry  caseworkers . 

-Despite  all  the  written  avowals  to  reimburse 
physicians  for  emergent  care  provided  to 
"Illegal  aliens"  and  for  care  authorized  by 
"temporary  letters",  most  often  this  care  is 
unreimbursed . 

-Reimbursement  for  intravenous  and  intramuscular 
medications  is  often  not  given  and  if  it  is  it 
frequently  doesn't  cover  the  cost  of  the  service. 


At  a  hospital  visit  rate  of  $10  per  day,  we  are  being  told 
"don't  get  involved  in  the  care  of  the  poor".  I  do  not  believe 
that  it  was  the  intention  of  the  enabling  legislation  to  create  a 
second  class  system  but  without  putting  substantial  curbs  on 
insurance  company  and  out-of-pocket  rates,  and  by  maintaining  these 
rates  for  Medicaid  that  is  precisely  the  effect  that  Title  19  has 
had  on  the  system. 
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We  are  hard  pressed  to  convince  well-trained  new  physicians 
to  provide  comprehensive  primary  care  to  the  poor  with  this 
deterrence,  yet  because  the  facility  reimbursement  rate  is  higher, 
we  encourage  abuse  of  the  system  by  groups  of  practitioners.  In 
"Medicaid  mills,"  the  privately  owned  and  operated  storefront 
clinics  found  in  every  poor  neighborhood,  abuse  of  the  system  is 
sanctioned,  protected,  systematic,  and  indeed,  encouraged.  Most 
of  the  ones  in  this  area  are  organized  with  their  own  labs  and 
their  own  pharmacies.  In  one  such  facility  where  the  owner  tried 
to  recruit  my  services  the  system  v^as  described  in  the  following 
way: 

-"You  only  have  to  come  3  or  4  times  a  week 
to  sign  charts  and  prescriptions." 

-"You  leave  us  the  signed  prescriptions  and 
when  the  P. A.    (physician's  assistant)  sees 
the  patient  they  write  for  Valium  or  antibiotics 
or  whatever.      There's  no  problem  because 
they  get  filled  right  downstairs," 

-"Everyone  who  comes  in  gets  a  complete  blood 
profile,   urinanalysis ,   EKG ,   chest  x-ray,  and 
TB  testing.     We  do  all  the  lab  work  here." 

-"The  clinic  pulled  down  $300,000  in  its'  first 
year  so  you  would  be  guaranteed  an  extra 
^$30,000  -     $40,000  -  in  income  for  an  occasional 
phone  call  and  less  than  20  hours  of  supervisory 
work.     You  don't  actually  have  to  see  any  patients 
as  a  supervising  doctor." 

When  I  questioned  the  ethics  of  such  practice  the  physician 
owner  said  that  since  this  (such  abuse  of  Medicaid)  was  common 
practice  in  the  community  and  he  actually  provided  better  one-shot 
care  than  the  emergency  rooms  he  was  quite  entitled  to  get  rich  in 
this  way.  When  he  was  audited  and  penalized  for  some  $100,000  in 
payments  he  shrugged  it  off;  a  $200,000  income  in  addition  to  his 
faculty  salary  elsewhere  seemed  ok,  even  with  overhead.  He 
expected  to  double  it  the  following  year  with  no  givebacks . 

A  recent  study  by  the  Community  Service  Society  documents  such 
clinics  where  "patients"  line  up  in  a  hallway  to  use  their  (and 
their  friends')  medicaid  cards  to  buy  prescriptions,  mainly  for 
psychotropic  meds ,  much  of  which  they  can  then  sell  on  the  street 
to  buy  the  drugs  of  their  choice.  They  are  never  seen  by  a 
practitioner  of  any  sort  but  claim  forms  are  filed  for  a  facility 
visit.  One  young  father  whose  child  I  care  for  told  me  that  he 
goes  to  the  local  Medicaid  mill  when  he  needs  to  purchase  a  medical 
excuse  for  being  off  work. 
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Another  patient  I  recently  inherited  nad  been  to  one  of  the 
better  Medicaid  mills  where  she  was  told  by  a  member  of  the 
clerical  staff  that  her  positive  t-aberculosis  test  was  no  big  deal 
and  didn't  require  another  doctor's  visit.  Luckily,  as  her  father 
was  deathly  ill  with  active  ruberculosis  the  mother  was  alarmed  and 
brought  her  to  me. 

No  standards  are  set  for  any  aspect  of  health  care  in  these 
facilities.  One  youngster  who  came  to  our  clinic  and  in  whom  we 
quickly  diagnosed  active  AIDS  was  being  "follovred"  regularly  at  one 
of  these  facilities  withotit  any  of  the  recommended  protocols  for 
her  age  being  adhered  to.  If  they  had,  her  diagnosis  would  have 
been  made  far  sooner. 

Few  if  any  provider  standards  are  set  in  these  facilities. 
Often  the  physician-owner  is  the  only  licensed  practitioner  who  is 
associated  with  the  place.  There  are  certainly  no  provisions  made 
for  continuity  standards,  continuing  medical  education,  peer  review 
or  quality  assurance.  Frequently  foreign  graduates  who  are  having 
trouble  finding  a  training  or  a  practice  slot  are  hired  while  they 
await  credentialling .  They  are  demoralized  by  the  difficulty 
inherent  in  getting  into  the  system  and  they  most  often  have  little 
or  no  appreciation  for  the  cultural  differences  they  are  plunged 
into.  Thus,  there  is  little  ability  even  where  there  is  some  will, 
to  provide  appropriately  comprehensive  services. 

In  sum,  these  facilities  are  a  huge  drain  on  the  state's 
medical  care  dollars.  They  account  for  the  erroneous  head  counts 
when  the  Federal  government  calculates  doctor-pat aent  ratios. 
Despite  the  fact  that  these  are  often  the  only  medical  facilities 
to  which  communities  have  access  they  are  not  considered  physician 
shortage  areas  precisely  becaiise  we  as  a  community  have  not 
acknowledged  the  truth  of  how  they  really  function.  Thus  they  rob 
our  communities  of  medical  care  dollars  and  of  access  to  real 
primary  care. 

Another  area  where  abuses  of  the  system  and  of  the  patients 
are  common  is  the  pharmacies,  particularly  those  owned  by  the 
Medicaid  mills.  There  is  double  billing;  there  is  sometimes  a 
demand  for  cash  in  addition  to  the  Medicaid  card  (ostensibly 
because  the  reimbursement  is  inadequate) ;  patients  are  not  given 
the  refills  that  prescriptions  are  written  for,  requiring  a  new 
doctor  visit  and  a  new  prescription. 


30-912  0-90-3 
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There  are  portions  of  the  population  that  shoula  be  served  by 
Medicaid  and  are  not. 

Teenagers  who  are  part  of  a  family  group  do  not  get  their  own 

cards   so   that   they  have  access    to    family  planning   aervices  and 

general  health  care  maintenance  with  the  privacy  to  which  they  are 
entitled  by  law.     The  consequences  are  obvious: 

-Untreated  rheiimatic  fever  as  well  as  untreated 
venereal  disease 

-Pregnancy  diagnosed  too  late  for  good  antenatal 
care  or  simple  abortion 

Emancipated  minors,  often  parents  themselves,  need  an  adult 
to  sponsor  their  application,  so  often  they  get  no  Medicaid  and  no 
health  care  for  themselves  or  for  their  babies. 

Theoretically  every  woman  who  would  otherwise  be  eligible  is 
entitled  to  Medicaid  coverage  from  the  4th  month  of  her  pregnancy. 
Many  women  are  turned  down  and  so  cannot  get  proper  antenatal  care. 
Once  their  babies  are  born  they  cannot  be  covered  by  medicaid  until 
they  get  their  birth  certificates.  That  doesn't  usually  happen 
until  2  or  3  months  at  the  earliest.  Thus,  again  the  most 
vulnerable  populations  are  denied  access  to  care. 

Finally,  our  attempts  to  ration  care  and  cut  costs  have  led 
to  some  pilot  programs  in  (further)  restricted  access  to  care  by 
locking  Medicaid  recipients  into  specific  HMO  programs.  I've  seen 
a  mother  with  a  child  with  otitis  turned  away  from  an  emergency 
room  despite  the  fact  that  her  HMO  was  unavailable  to  authorize 
emergency  care.  I  accepted  a  homeless  mom  and  her  5  children  for 
care  (for  which  I  was  never  reimbursed)  when  they  were  locked  into 
a  Brooklyn  HIP  program  that  didn't  provide  emergency  care,  they 
were  living  in  a  midtown  Manhattan  hotel  and  the  children  all  had 
gastroenteritis  and  were  turned  down  by  the  local  emergency  room. 

In  summary  the  medicaid  system  provides  poor  care  here  in  New 
York  City  to  those  people  who  most  need  good  care.  In  my  opinion 
it  does  so  because  of  some  faulty  design  features  rather  than 
because  it  is  a  faulty  concept.  With  259^  of  New  York  City  children 
remaining  uninsured  and  that  number  rising  steadily  since  1980  we 
must  quickly  correct  the  errors  in  the  system  so  that  it  fulfills 
the  intent  of  the  enabling  legislation.  We  could  use  it  as  the 
basis  of  a  national  system  of  health  care  if  \ie  were  to  build  in 
higher  standards  for  the  nation  as  a  whole. 


Thank  you. 
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Mr.  Weiss.  Thank  you  very  much.  Ms.  Carter. 

STATEMENT  OF  ANJEAN  B.  CARTER,  DIRECTOR  OF  HEALTH 
RESEARCH,  COMMUNITY  SERVICE  SOCIETY  OF  NEW  YORK 

Ms.  Carter.  I  am  Anjean  Carter,  director  of  health  research  at 
Community  Service  Society  of  New  York.  The  Community  Service 
Society  is  a  140-year-old,  not-for-profit  social  welfare  agency  and 
works  on  issues  concerning  the  poor.  We  work  in  health,  housing, 
education,  employment,  and  general  social  welfare. 

We  are  happy  to  have  this  opportunity  to  describe  some  of  the 
findings  in  a  study  we  have  conducted  and  also  to  suggest  some  so- 
lutions. 

Our  study  was  done,  actually  the  survey  part  of  the  study  was 
done  in  the  summer  of  1988.  We  went  in  nine  low-income  commu- 
nities with  about  a  total  of  about  1.7  million  persons  living  in  these 
communities.  We  did  a  street-by-street,  building-by-building  survey 
and  we  counted  every  medical  office  in  the  community.  That  in- 
cludes the  storefronts,  the  doctors  practicing  in  apartment  offices 
or  out  of  their  homes,  community  health  centers,  Medicaid  Mills, 
mental  health  centers — eveiything  except  hospital  practices. 

Although  we  counted  all  physicians  and  dentists  and  podiatrists 
that  were  practicing  in  these  places,  we  concentrated  our  study  on 
primary  care  physicians,  obstetricians,  gynecologists,  general  inter- 
nists, pediatricians,  family  and  general  practitioners. 

In  the  study  areas,  about  60  percent  of  the  Medicaid  population 
lives  in  the  areas  that  we  looked  at  and  in  the  communities  that 
we  surveyed,  90  percent  of  the  physicians  we  looked  at  expressed  a 
willingness  to  serve  Medicaid  patients. 

Before  I  describe  some  of  the  findings  about  specific  physicians,  I 
would  like  to  say  that  about  one-half,  at  least  one-half  because  we 
didn't  do  this,  we  didn't  look  at  it  this  way,  but  at  least  one-half  of 
the  930  physicians  that  is  including  all  primary  care  or  not,  were 
practicing  in  these  storefront  places,  but  most  of  these  storefront 
places  would  not  be  required  to  register  as  Medicaid  Mills  because 
only  about  12  percent  of  them  had  four  or  more  physicians.  Most  of 
them  had  one  or  two  physicians. 

We  used  two  different  methods  of  assessing  service  adequacy.  We 
looked  at  how  many  physiciains  would  be  needed  to  provide  3.6  pri- 
mary care  visits  a  year  to  each  person  in  the  community.  With 
this,  we  estimated  a  shortage  of  500  full-time  primary  care  physi- 
cians, and  the  estimate  takes  into  account  both  the  capacity  of  the  ^ 
office  based  physicians  and  hospital  outpatient  department.  Howev- 
er, the  estimate  is  low.  In  New  York  City,  the  average  number  of 
primary  care  visits  per  year  is  about  3.9  not  3.6  and  for  low-income 
people,  who  are  generally  sicker,  there  probably  should  be  more 
visits. 

The  second  method  I  think  we  did  of  assessing  service  adequacy 
is  more  telling.  We  looked  at  the  physicians'  ability  to  provide  com- 
prehensive, coordinated,  and  continuous  care.  With  this  method, 
we  found  only  28  of  the  701  primary  care  doctors  able  to  meet  our 
standards  which  was  v^ry  minimal.  Thirty-five  of  the  701  were  el- 
derly and  were  closing  out  their  practices  or  only  seeing  very  few 
patients.  Of  the  remaining  666,  68  do  not  accept  Medicaid  reim- 
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bursement,  more  than  one-third  of  these  were  in  their  offices  less 
than  20  hours  a  week  and  only  94  of  the  remaining  cover  their 
practices  after  hours.  And  only  28  of  these  have  admitting  privi- 
leges to  hospitals  so  counted  in  terms  of  adequate  service  delivery, 
there  are  only  28  physicians  with  a  full  complement  of  characteris- 
tics for  the  nearly  1.7  million  people. 

Another  finding  relative  to  quality  was  that  only  24  percent  of 
the  physicians  in  the  survey  communities  are  board  certified.  The 
citywide  average  is  64  percent.  While  board  certification  does  not 
guarantee  quality,  it  does  assure  that  the  doctor  has  at  least  com- 
pleted residency  training  in  his  or  her  specialty,  and  has  satisfacto- 
rily completed  examination  of  the  relevant  board  of  the  American 
Board  of  Medical  Specialties. 

We  also  found  that  80  percent  of  the  physicians  practicing  in 
these  communities  were  graduates  of  foreign  medical  schools,  most 
of  them  from  the  Philippines  and  India. 

I  would  like  to  talk  about  why  we  focus  on  primary  care.  Heart 
disease,  cancer  and  stroke  are  the  leading  diseases  among  all  resi- 
dents and  also  among  low-income  residents.  However,  the  low- 
income  people  die  in  much  greater  numbers  and  at  younger  ages. 
Most  of  the  excess  deaths  among  the  residents  of  the  communities 
we  studied  were  among  working  age  adults  from  heart  disease, 
cancer  and  stroke — diseases  which  usually  hit  better-off  people  at 
older  ages. 

Also,  there  were  high  rates  of  infant  mortality,  increasing  inci- 
dence of  AIDS,  deaths  from  hypertension,  and  heart  disease.  We 
felt  that  a  primary  care  system  would  provide  service  which  would 
provide  early  intervention  and  treatment  which  are  key  to  prevent- 
ing disability  and  early  death. 

As  you  see,  when  we  looked  at  our  study,  we  have  found  that  a 
good  primary  health  system  was  not  available  in  the  communities 
we  surveyed.  There  was  no  24-hour  coverage  by  physicians  after 
hours,  physicians  couldn't  follow  their  patients  in  hospitals,  they 
were  provided  episodic  and  very  little  preventive  and  basic  diagnos- 
tic and  early  treatment. 

The  physicians  were  not  residents  of  the  communities  or  were 
there  very  few  hours  a  week  so  they  weren't  familiar  with  the 
social  and  psychological  as  well  as  the  physical  aspects  of  the  ill- 
nesses of  other  people  in  the  community. 

Very  few  of  the  people  in  our  communities  were  fortunate 
enough  to  receive  care  from  one  of  the  community  health  centers 
or  the  few  practitioners  that  could  provide  comprehensive  primary 
care  assistance.  The  vast  majority  rely  on  physicians  who  have  de- 
ficiencies that  limit  their  abilities  to  practice  good  medicine  or 
have  to  depend  on  hospital  emergency  rooms  and  outpatient  care. 
Residents  of  the  communities  we  surveyed  averaged  two  to  four 
times  more  emergency  visits  a  year  and  made  three  to  seven  times 
more  hospital  clinic  visits  than  residents  of  middle  income  commu- 
nities in  New  York  City.  Emergency  room  use  in  hospital  outpa- 
tient clinics  are  also  usually  poor  substitutes  for  an  assessable 
family  doctor  who  could  provide  comprehensive  coordinated  care. 
Emergency  rooms  at  best  can  take  care  of  acute  episodes.  With  a 
few  notable  exceptions,  hospital  outpatients  are  run  by  transient 
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house  staff  who  provide  neither  the  continuing  care  nor  commit- 
ment to  the  patient  beyond  the  current  visit. 

A  recent  study  by  the  New  York  City  Health  Systems  Agency  il- 
lustrates what  happens  when  poor  people  have  no  alternative  but 
emergency  room  or  clinic.  The  study  found  that  low-income  people 
suffering  from  14  different  ambulatory  sensitive  conditions  have  in- 
patient admission  rates  as  much  as  seven  times  greater  than 
middle  and  upper-income  people.  In  fact,  these  admissions  for  such 
problems  as  diabetes,  asthma,  and  heart  failure  account  for  68  per- 
cent of  the  differences  between  low-  and  middle-income  communi- 
ties. 

Both  the  HSA  study  and  CSS'  research  show  that  the  poor 
health  status  of  residents  in  these  communities  is  exacerbated  by 
severely  inadequate  primary  care  services  available. 

We  believe  that  these  inadequacies  can  be  addressed  if  the  city. 
State,  and  Federal  Government  are  willing  to  cooperate  and  to 
really  focus  on  this  problem.  Locally,  we  are  working  with  commu- 
nity groups  who  are  trying  to  pressure  the  city's  public  health 
system  and  hospital  system  to  respond  to  their  needs  for  more  com- 
munity based  out  of  hospital  services.  Also,  there  is  a  coalition  call- 
ing on  the  city  to  recognize  that  this  health  crisis  must  be  ad- 
dressed in  a  comprehensive  holistic  way. 

Our  recommendations  for  the  State  include  ways  to  reimburse 
primary  care  physicians  in  a  better  way.  The  average  of  $11  per 
visit  causes  many  physicians  not  to  practice  in  these  communities 
and  also  adds  to  the  physicians  who  do  practice  in  these  communi- 
ties tendency  toward  fraud,  that  is,  overbilling,  adding  extra  tests 
and  so  forth.  But,  we  think  this  increased  rate  should  only  be  for 
physicians  who  can  meet  certain  standards  so  that  we  won't  just  be 
giving  Medicaid  Mills  more  money. 

Also,  we  need  a  system  to  create  new  practices  and  support  their 
capital  and  operating  expenses  until  they  become  self  sufficient. 

New  York  needs  financial  incentives  to  induce  hospitals  to  estab- 
lish more  community  based  practices.  Community  health  centers 
need  assistance.  We  need  help  in  increasing  minority  enrollment  in 
medical  schools  and  increasing  the  number  of  primary  residency 
training  programs. 

Local  and  State  initiatives  are  not  enough.  The  Federal  Govern- 
ment must  at  the  very  lease,  refinance  existing  programs  and  back 
these  initiatives.  Since  1981,  the  record  has  been  the  reverse.  Two 
examples — community  health  centers  have  a  proven  track  record. 
The  primary  care  they  provide  improves  the  health  status  of  the 
poor.  Studies  have  documented  that  the  presence  of  a  comprehen- 
sive health  center  lowers  a  community's  infant  mortality  rate  for 
example.  Despite  this  evidence,  New  York's  community  health 
center  program  has  in  most  cases  been  defunded  or  severely  cut 
back.  We  can  see  the  results  in  closed  centers  or  crumbling  physi- 
cal plants  and  declining  capacity.  We  can  count  the  losses  in  the 
city's  rising  infant  death  rate. 

Federal  cutbacks  and  education  loans  have  contributed  to  de- 
creasing minority  enrollment  in  health  professional  schools  and  a 
corresponding  declining  interest  in  minority  health. 

[The  prepared  statement  of  Ms.  Carter  follows:] 
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I  am  An jean  Carter,  Director  of  Health  Research  at  the 
Community  Service  Society  of  New  York.     For  more  than  14  0  years, 
the  Community  Service  Society,  a  not-for  profit,  social  welfare 
agency  has  been  working  on  issues  and  developing  programs  to 
improve  the  lives  of  the  least  advantaged  of  our  city.  We 
address  issues  in  health,  housing,  education,  employment  and 
general  social  welfare. 

We  commend  the  Human  Resources  and  Intergovernmental 
Relations  Subcommittee  for  its  investigation  into  the  quality  of 
health  care  available  to  Medicaid  clients  in  New  York  City.  We 
hope  this  effort  will  lead  to  some  swift  and  concrete  action  to 
improve  care.     We  welcome  the  opportunity  to  suggest  some 
solutions  to  the  problems  Medicaid  clients  and  other  low-income 
people  encounter  in  receiving  quality  primary  care. 

Our  recently  completed  study.  Building  Primary  Health  Care 
in  New  York  City ' s  Low-Income  Communities .  delineated  in  detail 
the  inadequacies  of  primary  health  care  services  in  nine  of  the 
city's  lowest  income  and  mostly  minority  communities.  Central 
and  West  Harlem  and  the  communities  in  the  South  Bronx  and  North 
Central  Brooklyn  are  included  in  our  investigation.   In  a  street- 
by-street,  building-by-building  survey,  we  counted  every  medical 
office.  We  collected  detailed  information  about  all  office  or 
community-based  practicing  primary  physicians;  that  is,  general 
and  family  practitioners,  general  internists,  pediatricians  and 
obstetrician/gynecologists.  Hospital-based  doctors  were  not 
surveyed,  although  their  contributions  to  the  community's  care 
was  counted  in  our  analysis. 

While  the  study  does  not  separate  out  the  Medicaid 
population,  the  findings  apply  to  Medicaid  clients  as  well  as 
other  low-income  people  living  in  these  communities.  In  fact, 
nearly  60  percent  of  the  Medicaid  population  of  New  York  City 
resides  in  the  study  area.  Moreover,  the  vast  majority  of  New 
York  City  physicians  who  accept  Medicaid  clients  are  located  in 
one  of  these  nine  areas.  In  the  city  as  a  whole  only  15  percent 
of  physicians  accept  Medicaid  patients;  in  the  communities  we 
surveyed, nearly  90  percent  of  primary  care  physicians  indicated  a 
willingness  to  see  Medicaid  patients. 

We  used  two  different  methods  of  assessing  services 
adequacy.     The  first  method  measured  the  absolute  shortage  of 
primary  care  services.     We  assumed,  very  conservatively,  that 
each  resident  needs  access  to  3.6  primary  care  visits  a  year.  On 
this  basis,  we  estimated  a  shortage  of  nearly  500  full-time 
primary  care  physicians  for  residents  of  the  nine  communities. 
This  estimate  takes  into  account  both  the  capacity  of  nearby 
hospitals  and  the  care  provided  by  the  community-based  physicians 
we  surveyed.  Undoubtedly  this  estimate  is  low;  3.6  primary  care 
visits  is  the  national  average.     In  New  York  City,  the  average  is 
closer  to  3.9  and  for  low-income  people  who  are  generally  in 
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poorer  health  that  the  average  citizen,  more  visits  are  probably 
indicated. 

The  second  method  of  assessing  service  adaquacy  is  more 
telling.     Here  we  took  into  account  physicians'  capability  to 
provide  comprehensive,  coordinated  and  continuous  care.     We  found 
only  28  of  the  701  primary  care  doctors  able  to  m.eet  our  very 
minimal  standards.     Thirty-five  of  the  701  are  elderly.     Of  the 
remaining  666,   68  do  not  accept  Medicaid  reimbursement.  More 
than  a  third  of  these  598  doctors  are  in  their  offices  less  than 
20  hours  a  v/eek.     Only  94  of  the  391  remaining  cover  their 
practices  after  office  hours  and  only  28  of  these  have  admitting 
privileges  to  a  hospital.     Thus,  counted  in  terms  of  adequate 
service  delivery,  there  are  only  28  physicians  with  a  full 
complement  of  characteristics  for  the  nearly  1.7  million  people 
residing  in  the  nine  low-income  communities. 

Another  finding  relevant  to  quality  was  that  only  24  percent 
of  the  physicians  in  the  suirvey  comraunities  are  board  certified. 
Compare  this  to  the  citywide  average  of  more  than  64  percent 
board  certified.     While  board  certification  does  not  guarantee 
quality,   it  does  assure  that  the  doctor  has  at  least  completed 
residency  training  in  his  or  her  specialty  and  has  satisfactory 
completed  the  examination (s)   of  the  relevant  board  of  the 
American  Board  of  Medical  Specialties. 

Let  me  digress  and  talk  about  why  the  Community  Service 
Society  focused  on  primary  care  services  in  these  lowest  of 
income  communities.     Heart  disease,  cancer  and  stroke  -—  the 
leading  causes  of  death  —  are  the  same  among  low- income  New- 
Yorkers  as  among  more  affluent  residents.     But  the  poor  die  in 
much  greater  numbers  and  at  much  younger  ages. 

Most  of  the  excess  deaths  among  residents  of  low-income 
communities  are  among  working-age  adulcs.  The  causes  are  the 
sames  heart  disease,  cancer,  stroke.   In  virtually  every  instance 
of  disease  from  AIDS  to  infant  death  to  hypertension  and  heart 
disease,  education,  early  intervention  and  treatment  are  key  to 
preventing  disability    and  early  death.     A  functioning  primary 
care  system  provides  these  services. 

Primary  care  is  basic  health  care  that  most  people  take  for 
granted.  It  is  the  point  of  first  contact  with  a  physician  who 
provides  preventive  and  basic  diagnosis  and  early  treatment  and 
who  coordinates  other  necessary  health  care,  when  needed, 
referring  patients  to  specialists  and  other  levels  of  care.  It 
is  care  of  a  continuing  kind:  An  effective  primary  care  provider 
monitors  patients'   in-hospital  care  and  is  accessible  24  hours  a 
day,  seven  days  a  week.  This  contact  can  be  as  simple  as 
providing  a  telephone  answering  service  for  patients  to  call  when 
the  office  is  closed.     Finally  primary  care  is  comprehensive :  It 
is  concerned  with  the  psychological  and  social  as  well  as  the 
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physical  aspects  of  illness. 

As  we  have  shown,  the  residents  of  New  York  City^s  low- 
income  communities  do  not  have  access  to  such  care.     Very  few  are 
fortunate  enough  to  receive  care  from  one  of  the  very  few 
practitioners  or  community  health  centers  that  provide 
comprehensive  primary  care  services.     The  vast  majority  of  low- 
income  New  Yorkers  must  rely  on  the  physicians  who  have  deficits 
that  severely  limit  their  ability  to  provide  adequate  care  or 
they  depend  upon  hospital  emergency  rooms  and  outpatient 
departments . 

Residents  of  the  nine  survey  communities  average  two  to  four 
times  more  emergency  room  visits  a  year  and  make  three  to  seven 
times  more  visits  to  hospital  clinics  than  to  residents  of  middle 
and  upper-income  communities. 

Hospital  emergency  rooms  and  outpatient  clinics  are  usually 
poor  substitutes  for  an  accessible  family  doctor  who  can  provide 
comprehensive,  coordinated  primary  care.     Emergency  rooms,  at 
best,  can  take  care  of  acute  episodes.     With  a  few  notable 
exceptions,  hospital  outpatient  clinics  are  run  by  transient 
house  staff  who  provide  neither  continuing  care  ncr  commitment  to 
the  patient  beyond  the  current  visit. 

A  recent  study  commissioned  by  the  New  York  City  Systems 
Agency  graphically  illustrates  what  happens  when  poor  people  have 
no  alterative  but  the  emergency  room  or  clinic.  The  study  found 
that  low-income  people  suffering  from  fourteen  different 
"ambulatory  sensitive  conditions,"  have  inpatient  admission  rates 
as  much  as  seven  times  greater  than  middle  and  upper-income 
people.  In  fact,  these  admissions  for  such  problems  as  diabetes, 
asthma,  and  heart  failure  account  for  sixty-eight  percent  of  the 
differences  between  low  and  middle-income  communities. 

Both  the  HSA  study  and  CSS ' s  own  research  show  that  the  poor 
health  status  of  residents  of  low-income  communities  is 
exacerbated  by  the  severely  inadequate  primary  care  services 
available  in  these  neighborhoods. 

These  inadequacies  can  be  redressed.  But  it  will  take 
commitment,  time,  money  and  the  cooperation  among  all  level  of 
government — city,  state  and  federal.     Locally,  we  are  working 
with  community  groups  who  are  trying  to  pressure  the  city's 
public  health  and  hospital  system  to  respond  to  their  needs  for 
more  community-based,  out-of-hospital  services.     CSS  has  formed 
with  these  same  groups  a  coalition  calling  on  the  city  to 
recognize  that  it  health  crisis  exists  which  must  be  addressed  in 
a  comprehensive,  holistic  way.  A  piecemeal  disease-by-disease  or 
crisis-by-crisis  manner  will  not  work. 

The  Community  Service  Society  has  developed  a  coordinated 
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set  of  recommendations  for  implementation  in  New  York  State  that 
would,  first,  substantially  increase  the  supply  of  primary  care 
physicians.  Secondly,  we  have  proposed  a  number  of  reforms  that 
would  enable  these  doctors  to  make  a  living  providing  quality 
care. 

The  recommendations  include  increasing  the  Medicaid 
reimbursement  rate  for  primary  care  physicians  who  practice  in 
high-need  communities  and  who  meet  certain  standards;  creating  a 
mechanism  to  set  up  new  practices  and  support  their  capital  and 
spending  expenses  until  they  become  self-sufficient;  using 
financial  incentives  to  induce  hospitals  to  establish  community- 
based  practices;  assisting  community  health  centers;  increasing 
minority  enrollment  in  medical  schools;  and  increasing  the  number 
of  primary  care  residency  training  programs.  A  full  description 
of  these  recommendations  is  included  in  our  report. 

Local  and  state  initiatives  are  not  enough.  The  federal 
government  must,  at  the  very  least,  refinance  existing  programs 
and  back  these  initiatives.  Since  1981,  the  record  has  been  the 
reverse.  Let  me  cite  two  examples. 

Community  health  centers  have  a  proven  track  record.  The 
primary  care  they  provide  improves  the  health  status  of  the  poor. 
Studies  have  documented  that  the  presence  of  a  comprehensive 
health  center  lowers  a  community's  infant  death  rate.  Despite  the 
evidence.  New  York's  community  health  center  program  has,   in  most 
cases,  been  de-funded  or  severely  cutback.  We  can  see  the  results 
in  closed  centers  or  crximbling  physical  plants  and  declining 
capacity.  We  can  count  the  loses  in  the  city's  rising  infant 
death  rate. 

Federal  cutbacks  in  education  loans  have  contributed  to 
decreasing  minority  enrollment  in  health  professional  schools  and 
a  corresponding  declining  interest  in  minority  health. 


Many  Americans  lack  access  to  the  health  care  they  require. 
Medicare,  developed  to  pay  for  the  health  care  of  the  elderly, 
does  not  cover  many  needed  services  and  undermines  its  intent  by 
imposing  large  co-payments  and  deductibles.  Medicaid,  the 
nation's  health  program  for  the  poor,  excludes  nearly  50  percent 
of  people  who  have  incomes  below  the  federal  poverty  levels. 

Programs  that  put  health  services  and  providars  in  low- 
income  communities  such  as  the  community  health  centers  program, 
the  maternal  and  child  care  programs  and  the  National  Health 
Service  Corps,  too  small  to  meet  the  need  to  begin  with,  and  have 
in  recent  years  been  gutted. 

This  nation  must  develop  a  national  health  policy  that 
establishes  access  to  health  care  as  a  right.  A  comprehensive 
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primary  care  system  must  be  its  cornerstone.  The  financial  costs 
are  small  in  comparison  to  the  price  of  so  much  suffering,  so 
much  unnecessary  debilitation  and  early  death. 

Nations  implicitly  make  a  policy  on  who  lives  and  who  dies  - 
-  a  policy  that  determines  whether  disability  will 
catastrophically  burden  and  whether  it  will  not.  This  policy  is 
expressed  as  the  difference  in  access  to  basic  health  care. 
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Mr.  Weiss.  Ms.  Carter,  I  think  that  your  time  has  just  about  ex- 
pired at  this  point.  I  thank  you,  and  we  will  see  if  we  can  cover  the 
rest  of  it  in  the  course  of  questioning;  OK? 

Ms.  Carter.  OK. 

Mr.  Weiss.  Thank  you  all  very,  very  much.  Dr.  Morehead,  Dr. 
Post  testified  about  a  system  of  health  care  in  the  Medicaid  Pro- 
gram which  sounds  just  like  the  system  you  described  in  your 
report  of  10  years  ago.  In  light  of  his  testimony,  would  you  agree 
that  not  much  has  changed  in  the  performance  of  Medicaid  Mills 
in  the  last  10  years? 

Dr.  Morehead.  I  certainly  would. 

Mr.  Weiss.  You,  too,  found  as  they  did  that  most  of  the  doctors 
were  not  affiliated  with  hospitals  and  could  not  care  for  their  pa- 
tients in  the  hospital;  is  that  correct? 

Dr.  Morehead.  ''Would  not,"  not  "could  not." 

Mr.  Weiss.  You  also  found  that  most  of  the  physicians  are  not 
certified  by  the  American  medical  boards? 

Dr.  Morehead.  Pediatrics  and  O.B.  were;  medicine,  no. 

Mr.  Weiss.  Your  report  found  that  40  percent  of  the  physicians 
working  in  these  clinics  were  not  listed  in  the  New  York  State 
Medical  Directory.  What  is  the  significance  of  that  finding? 

Dr.  Morehead.  I  am  not  sure  what  the  significance  of  that  is  be- 
cause that  is  voluntary.  You  don't  have  to  list  yourself  in  the  medi- 
cal directory.  What  we  did  was  call  up  the  State  to  see  whether 
they  were  licensed  or  not  and  all  of  them  were.  They  just  didn't 
bother  to  fill  in  the  form  that  the  New  York  State  Medical  Society 
sends  out  before  they  make  up  that  directory. 

Mr.  Weiss.  You  have  some  ideas,  Dr.  Shepherd,  as  to  whether 
there  is  any  significance  to  the  fact  that  they  would  not  list  them- 
selves? 

Dr.  Morehead.  I  think  they  are  too  busy  making  money  or 
trying  to  care.  They  figured  nobody  would  look  them  up. 

Dr.  Shepherd.  Possibly,  I  wonder  if  the  listing — I  v/as  wondering 
as  Dr.  Morehead  was  saying  whether  I  am  listed  and  I  wonder  that 
one  has  to  be  a  member  of  the  county  medical  society  in  order  to 
do  it.  It  is  extremely  expensive.  I  don't  belong  to  the  county  medi- 
cal society  because  it  is  too  expensive. 

Mr.  Weiss.  Now,  Dr.  Morehead,  you  were  particularly  concerned 
about  the  level  of  care  provided  to  pregnant  women  by  Medicaid 
Mills.  You  found  that  the  level  of  care  provided  to  pregnant  pa- 
tients was  more  than  30  percent  below  the  neighborhood  health 
center  average,  which  in  turn,  was  lower  than  city  hospital  outpa- 
tient departments  and  infant  care  programs.  Now,  could  you  put 
this  in  perspective  and  tell  us  what  you  mean  when  you  say  the 
level  of  care  is  much  lower  than  that  provided  by  city  hospital  out- 
patient departments? 

Dr.  Morehead.  We  measured  a  number  of  things.  We  measured 
whether  they  made  the  proper  number  of  visits  during  pregnan- 
cy—they didn't.  We  measured  whether  the  blood  pressure  was 
taken  on  every  visit — it  wasn't.  We  measured  whether  or  not  the 
urine  was  examined  on  every  visit  which  used  to  be  a  requirement 
and  it  wasn't.  We  measured  whether  or  not  all  of  the  basic  things, 
the  rubella  titers  and  the  pap  smears  and  what  have  you  were 
done — they  weren't.  And  more  unfortunate,  when  the  women 
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showed  signs  of  impending  problems,  they  weren't  adequately  man- 
aged. I  might  say  that  one  sad  contra  thing  to  that  was  in  all  of  the 
studies  we  had  done  nationwide,  I  think  about,  at  best,  only  one- 
third  of  the  women  ever  entered  prenatal  care  in  their  first  trimes- 
ter in  city  hospitals  or  in  neighborhood  health  centers.  In  the  mills, 
which  are  right  around  the  corner,  there  were  two-thirds  of  them 
that  came  within  the  first  trimester.  They  came  early  and  then  got 
this  very  poor  care. 

Mr.  Weiss.  Your  review  also  found  that  in  the  cases  of  nonpreg- 
nant adults,  only  about  one-third  of  the  patients  had  their  prob- 
lems adequately  treated.  We  found  the  same  statistic  in  the  care  of 
pediatric  patients.  How  do  these  statistics  compare  to  the  standard 
primary  care  practices  where  non-Medicaid  treatment  is  provided? 

Dr.  MoREHEAD.  Well,  the  majority  of  my  experience  has  been  in 
the  Medicaid  area  because  the  neighborhood  health  centers  cer- 
tainly all  were  treating  Medicaid  patients.  We  have  done  extensive 
reviews  of  the  city  hospitals  who  were  treating  Medicaid  patients. 
They  were  considerably  higher.  Now,  I  have  to  tell  you  that  at  the 
moment  I  am  engaged  in  looking  at  the  practice  of  a  prestigious 
I.P.A.  here  in  town  and  the  care  is  as  bad  as  in  the  mills;  it  really 
is.  In  fact,  you  could  even  say  it  is  worse  because  at  least  the  State 
required  a  record  be  there,  never  mind  what's  on  it  but  that  it  be 
there,  but  with  some  of  these  private  practitioners,  often  it  isn't 
even  there. 

Mr.  Weiss.  Dr.  Shepherd,  you  regiilarly  treat  low-income  pa- 
tients. Why  would  anyone  go  to  the  kind  of  Medicaid  Mill  that  we 
have  heard  described  here  today? 

Dr.  Shepherd.  I  think  it  is  fairly  simple.  They  are  readily  avail- 
able; they  are  around  the  corner.  If  you  go  to  a  hospital  clinic,  you 
may  wait  for  5  or  6  hours.  The  emergency  room  waiting  time  at 
Montefiore  is  regularly  12  to  15  hours  whereas  if  you  walk  into  a 
Medicaid  Mill,  you  may  get  bad  treatment  but  it  is  difficult  to 
make  a  decision  about  that.  There  is  no  health  education  involved. 
If  you  are  getting  the  wrong  medications,  you  get  sent  home  with 
something  and  you  usually  manage  to  do  that  within  2  to  3  hours 
rather  than  waiting  12  hours  with  sick  kids. 

Mr.  Weiss.  Have  you  seen  patients  who  came  to  you  after  being 
treated  at  a  Medicaid  clinic. 

Dr.  Shepherd.  Yes.  Usually  they  come  with  a  shopping  bag  full 
of  drugs  which  I  quickly  put  into  the  wastebasket. 

Mr.  Weiss.  How  would  you  characterize  the  kind  of  care  provided 
to  these  patients  by  the  mills? 

Dr.  Shepherd.  It  is  unfortunately  really  slipshod.  In  the  case  of 
pediatric  patients,  generally  they  do  manage  to  get  seen,  unlike 
many  of  the  adult  patients  who  just  kind  of  walk  through  and  get 
tabulated.  But,  the  care  is  very  off  hand.  The  little  girl  I  described 
with  a  positive  tuberculin  test,  the  mother  and  the  child  went  back, 
and  the  followup  care  was  given  by  a  clerk  at  the  front  desk.  ''No 
pediatrician  is  here  today;  it's  not  a  big  deal.  Lot's  of  people  have 
positive  T.B.  tests;  don't  worry  about  it."  The  mother  was  sensible 
enough  to  know  that  that  was  not  adequate,  but  there  are  lots  of 
people  who  are  not  well  enough  educated  to  know  that  that  is  not 
adequate  and  that  is  fairly  common,  fairly  standard  that  the  health 
education  involved  in  giving  someone  a  tuberculosis  test  and 
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making  sure  they  come  back  on  time  and  making  sure  it  gets  re- 
corded in  the  chart  and  making  sure  the  chest  x  ray  is  done  and 
explaining  the  reasons  for  all  of  those  steps.  It  just  doesn't  happen 
in  those  kind  of  facilities.  You  are  in  and  out  in  10  or  15  minutes. 

Mr.  Weiss.  Would  you  say  that  preventative  health  care  is  a  pre- 
requisite for  good  health? 

Dr.  Shepherd.  Absolutely. 

Mr.  Weiss.  Now,  is  preventative  care  provided  by  the  Medicaid 
Mills? 

Dr.  Shepherd.  No,  not  at  all. 

Mr.  Weiss.  Isn't  it  true  that  for  thousands  of  Medicaid  patients, 
the  only  medical  care  available  outside  of  hospitals  is,  in  their  com- 
munities, the  Medicaid  Mills? 

Dr.  Shepherd.  Yes,  unfortunately  that  is  true.  In  the  South 
Bronx,  where  we  train  our  residents  and  we  try  to  train  them  to  do 
the  right  things,  in  the  past,  our  residents  were  able  to  slot  into 
community  health  centers  under  the  auspices  of  the  old  public 
health  program.  What  is  happening  now  is  that  when  we  do  the 
head  counts,  we  count  the  number  of  physicians  in  Medicaid  Mills 
and  in  private  offices,  as  well  as  the  physicians  in  free  standing 
community  health  centers  and  hospitals.  In  fact,  on  paper,  it  looks 
as  if  we  have  more  than  enough  physicians  in  most  of  the  poor 
areas  of  this  cit^.  But,  in  fact,  we  do  not  have  an  adequate  number 
of  physicians.  What  happens  then  is  that  people  really  haven't 
access  to  decent  care  at  all. 

Mr.  Weiss.  In  New  York  City,  would  you  call  the  Medicaid  Pro- 
gram a  failure  in  terms  of  quality  of  care? 

Dr.  Shepherd.  I  wouldn't  call  it  an  absolute  failure  but  I  think  if 
we  don't  get  busy  fairly  quickly,  we  are  going  to  find  that  there  are 
more  and  more  and  more  people  on  the  street  with  poorly-treated 
or  untreated  illnesses  because  of  the  ways  in  which  the  program 
has  failed  people  in  those  instances.  I  think  that  the  program  with 
some  fine  tuning  could  improve  enormously.  One  of  the  biggest 
things  that  needs  to  be  improved  is  I  think  we  need  to  make  those 
Medicaid  Mills  illegal.  If,  in  fact,  one  could  not  practice  in  that 
way,  then  we  would  really  get  an  accurate  head  count  of  physicians 
and  patients  in  the  community  and  be  able  to  match  those  up  to 
services  and  start  to  amplify  other  kinds  of  services  in  the  commu- 
nity. I  think  to  have  people  practicing  in  shared  health  facilities  is 
a  travesty;  it  is  a  waste  of  the  community's  resources. 

Mr.  Weiss.  Dr.  Morehead. 

Dr.  Morehead.  I  have  some  problem  with  that.  Not  that  I  don't 
think  they  should  be  improved  but  the  South  Bronx — you  are  not 
going  to  get  very  many  young  people  going  down  there  and  opening 
an  office  by  themselves.  There  is  a  certain  amount  of  security  in  a 
shared  health  facility.  They  have  guards,  there  are  people  around. 
I  took  some  medical  students  to  some  private  offices  on  the  con- 
course. It  took  20  minutes  to  get  through  all  of  the  locks  and  the 
bolts  and  what  have  you.  So,  I  don't  think  you  are  going  to  get  too 
many  people  going  down  there  as  individuals.  When  we  put  neigh- 
borhood health  centers  down  there,  oh,  that  was  great,  that  was 
just  another  place  to  go,  as  well  as  to  the  shared  health  facilities.  I 
think  they  serve  an  important  need,  as  long  as  they  are  providing 
84  percent  of  the  care  in  the  South  Bronx.  If  you  close  them  down, 
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our  hospitals  would  be  devastated,  to  say  nothing  of  the  emergency 
rooms.  So,  I  really  think  I  would  rather  have  the  efforts  put  into 
more  surveillance,  more  laws,  more  working  on  standards — what 
you  were  saying,  don't  pay  them  more  unless  you  can  enforce  the 
standards. 
Mr.  Weiss.  Dr.  Shepherd. 

Dr.  Shepherd.  I  understand  the  problem  that  Dr.  Morehead  is 
raising.  I  think  that  if  the  reimbursement  rates  for  Medicaid  in  the 
first  place  were  upgraded,  I  still  stand  by  my  wish  to  see  them 
closed  down.  I  don't  think — it's  a  personal  opinion — that  Medicaid, 
that  medicine  should  be  a  business  and  I  don't  think  that  it  should 
be  run  by  private  entrepreneurs  in  the  South  Bronx  who  are  run- 
ning 84  percent  of  the  care.  There  is  a  program,  for  example,  being 
spearheaded  by  health  and  hospitals  to  get  young  physicians  to 
practice  in  those  underserved  communities  in  joint  practices. 
People  who  are  well  trained  in  the  proper  way.  Many  of  the  resi- 
dents who  come  out  of  our  program  go  into  that  shared  practice. 
What  happens  is  they  cannot  survive  because  of  the  Medicaid 
rates.  They  are  more  than  willing  to  go  into  the  community  and  to 
do  the  practice  the  right  way.  But  they  can't  survive  because  they 
are  doing  the  practice  in  the  correct  way  and  they  are  getting  re- 
imbursed at  these  very  low  rates.  If,  instead,  people  go  to  the  Med- 
icaid Mill  practices  where  they  get  short  shrift,  they  are  in  and  out 
in  15  minutes  and  those  places  are  able  to  survive.  What  we  are 
doing  is  rewarding  the  people  who  are  doing  the  worst  care,  and 
not  giving  the  proper  rewards  to  the  people  who  are  doing  proper 
care.  More  young  people  would  be  willing  to  go  into  the  community 
if  it  was  made  viable  for  them  to  do  so. 

Mr.  Weiss.  Ms.  Carter,  I  am  going  to  bring  you  into  the  discus- 
sion at  this  point  and  let  me  start  off  by  complimenting  you  and 
the  Community  Service  Society  for  undertaking  to  do  the  kind  of 
work  which  I  would  have  thought  that  one  or  another  of  the  Feder- 
al, State,  or  local  agencies  would  have  undertaken.  Community 
Service  Society  has  demonstrated  that  it  is  possible  to  undertake  a 
meaningful  survey  that  comes  up  with  relevant  information  that 
you  can  then  start  to  utilize  as  the  basis  perhaps  for  some  action. 
Your  report  on  the  quality  of  care  in  the  Medicaid  Program  con- 
cluded that  in  these  neighborhoods,  there  are  no  primary  care  sys- 
tems; is  that  correct? 

Ms.  Carter.  That's  correct. 

Mr.  Weiss.  Now,  when  you  discuss  primary  care,  you  are  talking 
about  basic  health  care  available  to  most  Americans,  the  kind  pro- 
vided by  family  practitioners;  is  that  right? 

Ms.  Carter.  Yes,  family  practitioners,  pediatricians,  obstetri- 
cians, gynecologists,  and  general  interns. 

Mr.  Weiss.  Then,  is  it  your  testimony  that  the  city,  State,  and 
Federal  Government  are  paying  billions  of  dollars  here  in  New 
York  for  medical  care  that  is  not  even  minimally  adequate? 

Ms.  Carter.  Exactly. 

Mr.  Weiss.  Are  there  enough  doctors  participating  in  the  pro- 
gram to  treat  all  Medicaid  patients  in  the  communities  in  which 
you  surveyed? 

Ms.  Carter.  In  the  communities  we  surveyed,  a  very  high  per- 
centage of  the  doctors  were  providing — were  accepting  Medicaid  pa- 
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tients.  However,  there  is  an  absolute  shortage  of  physicians,  there 
are  not  enough  physicians  there,  but  if  you  start  taking  out  the 
ones  who  we  felt  weren't  providing  good  medical  care,  you  are 
given  even  fewer.  That  500  we  estimated  was  including  those  who 
were  providing  what  we  consider  inadequate  care.  However,  the 
other  problem  we  found  with  the  physicians  who  were  providing 
adequate  care,  was  that  a  lot  of  them  didn't  accept  Medicaid  pa- 
tients because  they  couldn't  afford  to.  So,  they  came  out  at  the 
very  heart  of  our  step  down  when  we  started  eliminating  physi- 
cians who  could  provide  adequate  care.  So,  if  you  have  a  lot  of,  say 
10  percent  of  those  doctors  who  could  provide  adequate  care  but 
not  seeing  Medicaid  patients,  they  are  only  seeing  people  who  are 
insured  or  who  could  pay. 

Mr.  Weiss.  Nationally,  the  number  of  physicians  in  our  country 
has  increased  more  than  40  percent  in  the  last  10  years.  I  gather 
that  they  have  increased  in  the  State  of  New  York  and  in  the  city 
of  New  York,  too,  as  a  matter  of  fact. 

Ms.  Carter.  Right. 

Mr.  Weiss.  But,  despite  the  increases,  aren't  the  number  of  doc- 
tors in  New  York's  poorest  areas  actually  decreasing? 

Ms.  Carter.  They  have  been  decreasing  especially  in  communi- 
ties in  the  South  Bronx  and  in  Brooklyn.  Actually,  by  most  stand- 
ards used  by  most  people  who  measure  the  number  of  doctors  that 
are  needed,  New  York  City  and  the  State  has  an  oversupply,  more 
of  an  oversupply  than  the  country  as  a  whole,  but  not  in  these  com- 
munities that  we  looked  at. 

Mr.  Weiss.  Perhaps  the  most  serious  health  problems  in  our  low- 
income  neighborhoods  involve  inadequate  prenatal  care  leading  to 
the  high  infant  mortality  rates,  low  birth  weights  and  permanent 
disabilities.  What  kind  of  care  does  Medicaid  provide  to  pregnant 
women  in  New  York? 

Ms.  Carter.  I  think  more  than  any  other  service,  prenatal  care 
is  offered  in  the  hospital  clinics  and  the  maternal  and  infant  care 
clinics.  We  found  very  few  obstetricians/gynecologists  practicing  in 
office  based  practices  in  these  communities  and  those  who  are 
there,  tend  to  be  there  2  hours  a  week  and  don't  have  hospital  ad- 
mitting privileges.  Of  all  of  the  physicians,  that  was  the  worst  case, 
but  hospital  care  also  has  its  problems.  I  mean,  as  Dr.  Shepherd 
said,  there  are  long  waits  for  service.  Many  of  the  hospital  prenatal 
clinics  have  6  to  8  weeks'  wait  for  an  appointment  at  the  prenatal 
clinic  and  since  women  tend  to  come  in  late,  some  women  are  de- 
livered before  their  appointment  comes  up. 

Another  thing  about  the  prenatal  care  is  that,  I  think  Dr.  More- 
head  mentioned  that  the  patients  tended  to  go  early  to  shared 
health  facilities  for  prenatal  care  than  they  did  to  hospital  clinics.  I 
think  one  of  the  things  that  has  happened  is  that  women  go  and 
start  at  a  shared  health  facility  getting  prenatal  care  and  then 
when  they  get  closer  to  delivery,  they  realize  that  they  have  to  be 
connected  with  a  hospital  so  they  can  get  delivery  and  these  shared 
health  facilities  don't  have  hospital  privileges  so  then  they  switch 
to  the  hospital  late  in  the  term  and  the  hospital  starts  over  or  has 
to  start  over  with  the  prenatal  care. 

Mr.  Weiss.  One  of  the  statistics  which  I  think  you  submitted  is 
that  in  communities  like  Mott  Haven,  the  South  Bronx,  more  than 
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50  percent  of  babies  are  born  to  mothers  who  had  inadequate 

care  

Ms.  Carter.  Right. 

Mr.  Weiss.  And  I  think  7  percent  in  such  neighborhoods  as  Kips 
Bay  and  Yorkville. 

Ms.  Carter.  Right.  That  is  late  and  no  care  at  all. 

Mr.  Weiss.  How  many  of  the  doctors  who  provide  prenatal  care 
to  pregnant  Medicaid  patients  actually  would  be  allowed  to  deliver 
their  patient's  children  in  a  New  York  hospital? 

Ms.  Carter.  In  our  community,  excuse  me,  I  have  to  look  for 
that  one. 

Mr.  Weiss.  I  think  you  suggested  about  half. 

Ms.  Carter.  Are  able  to  deliver  the  babies?  About  a  little  more 
than  one-third  of  obstetricians  in  the  communities  we  surveyed  had 
admitting  privileges  to  the  hospitals.  It  is  on  page  65.  Maybe  I  am 
not  getting  the  question. 

Mr.  Weiss.  On  page  28,  at  the  top  of  the  page,  you  say  only  two 
in  four  prenatal  care  providers  can  deliver  babies  in  the  hospital. 

Ms.  Carter.  Page  28? 

Mr.  Weiss.  At  the  top  of  page  28,  the  very  top. 

Ms.  Carter.  Only  two  in  four,  yes,  that's  one-half  then. 

Mr.  Weiss.  Anyway,  somewhere  between  one-third  and  one-half. 

Ms.  Carter.  Well,  I  know  what  happened.  The  two  in  four  was 
the — I  am  looking — the  table  counts  all  obstetricians  and  gynecolo- 
gists. On  page  28,  we  are  only  talking  about  those  who  actually 
provided  prenatal  care  of  a  certain  percent  of  obstetrician /gyne- 
cologists we  surveyed  did  not  provide  prenatal  care.  So,  of  those 
who  provided  prenatal  care,  about  one-half  can  have  hospital  ad- 
mitting privileges. 

Mr.  Weiss.  I  am  sort  of  intrigued  by  this  situation  with  apparent- 
ly nobody  having  jurisdiction  or  at  least  the  department  of  health 
having  no  jurisdiction  over  the  shared  facilities  which  have  fewer 
than  four  doctors.  Has  that  been  a  matter  of  discussion  within  the 
circles  of  concern?  I  mean,  has  that  issue  been  raised  before?  Why 
would  that  have  been  allowed  to  go  on  so  that  you  have  apparently 
perhaps  10  times  as  many  of  those  facilities  as  you  have  of  the  four 
or  more  shared  care  facilities? 

Ms.  Carter.  I  think  several  things  happen.  When  the  shared 
health  facility  law  was  first  passed,  the  Community  Service  Society 
was  very  active  in  trying  to  get  the  State  to  do  something  about  it. 
At  that  time,  I  think  most  of  them  were  large,  four  or  more,  and 
when  the  law  was  passed,  I  think  some  of  them  actually  decided  to 
reduce  the  number  so  they  would  not  be  covered  under  the  law. 
But  also  I  think  that  these  practices — I  mean  the  shared  health  fa- 
cilities, a  number  of  them,  they  are  a  flea  market.  There  is  an 
owner  who  owns  the  flea  market  and  they  have  booths  they  rent  to 
physicians  and  the  physicians  move  around.  If  they  can't  pay  the 
rent,  they  go  to  another  place  or  they  go  somewhere  else  for 
awhile,  and  they  come  back  so  things  have  changed  during  the 
time  and  I  think  that  one  of  the  things  the  State  has  not  looked  at 
or  nobody  has  documented  before  is  that  things  have  changed 
enough  so  that  we  need  to  look  at  a  lower  numjber.  But,  in  addi- 
tion, it  is  hard  to  separate  these  practices  just  by  looking  at  them 
even  in  the  way  we  did  or  anybody  did.  You  have  to  go  door  to  door 
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and  have  some  sense  of  what  is  going  on  in  order  to  figure  out 
what  is  wrong.  I  mean,  if  you  are  talking  about  a  two  physician 
practice  or  a  one  physician  practice,  you  could  be  talking  about  a 
doctor  practicing.  It  might  not  be  in  one  of  these  kinds  of  practice. 
How  do  you  separate  doctors  in  group  practice  from  doctors  in 
shared  health  facilities — it  is  not  easy  to  do  so  that  a  State,  I  am 
sure,  doesn't  want  to  regulate  an  individual  doctor's  office  or  a  le- 
gitimate group  practice  in  the  way  they  regulate  a  facility  and 
when  you  get  to  these  places,  it  is  hard  to  distinguish  between  a 
facility  and  a  doctor's  office. 

The  State,  by  the  way,  does  look  at  all  doctors  through  a  Medic- 
aid system  in  one  way.  It  looks  at  it  over  billing  and  sometimes 
they  pick  up  these  physicians  that  way,  overbilling  or  prescribing 
too  many  tests  or  whatever,  all  individual  doctors. 

Mr.  Weiss.  How  about  jurisdiction  over  the  so-called  owner  of  the 
Medicaid  Mills?  I  mean,  the  sense  I  get  is  that,  since  that  person  is 
not  a  doctor,  nobody  has  jurisdiction  over  them  or  because  it  is  a 
corporation,  you  can't  trace  them.  The  SEC  has  no  difficulty  at  all 
in  going  after  the  principals  in  corporations  and  barring  those 
people  from  ever  getting  involved  in  stock  deals  in  the  future  and 
it  just  seems  to  me  that  the  State  of  New  York  and  the  other 
States,  and  the  Federal  Government  ought  to  have  a  system  where- 
by they  ought  to  be  able  to  go  beyond  the  fiction  of  the  corporate 
entity  and  find  the  people  who  are  the  real  principals  and  forbid 
them  from  having  anything  to  do  with  medical  operations  if  they 
abused  that  privilege.  Wouldn't  you  think  that  it  is  dishonest  to  act 
only  against  the  doctors  since  the  doctors,  in  essence,  turn  out  to  be 
hired  help  or  renters  of  space  and  the  real  profitmakers  in  the  deal 
are  the  people  who  own  the  cubicles? 

Ms.  Carter.  I  am  not  sure,  I  mean,  I  don't  understand  law  in 
general  enough  to  say  what  can  be  done  there  but  in  the  diagnostic 
and  treatment  centers,  for  example,  the  owner  is  held  responsible, 
but  the  doctors  are  salaried,  so  it  is — in  these  shared  health  facili- 
ties, the  owner  doesn't  pay  the  physicians,  the  physicians  are  rent- 
ing space  from  him  and  I  don't  know,  I  mean,  there  should  be  some 
way  to  hold  him  responsible  for  the  doctors'  practices,  but  I  don't 
know  how  it  can  be  done. 

Mr.  Weiss.  His  rent  is  dependent  to  some  extent  

Ms.  Carter.  Right,  on  the  practice. 

Mr.  Weiss.  Or  the  amount  of  business  that  is  generated  in  that 
place. 

Dr.  MoREHEAD.  No,  that  is  against  the  law. 
Mr.  Weiss.  By  whom? 

Dr.  MoREHEAD.  By  State  law,  he  is  not  

Mr.  Weiss.  Whose  jurisdiction  does  it  come  under? 
Dr.  MoREHEAD.  Under  the  shared  health  facility  regulations. 
Mr.  Weiss.  If  you  have  two  doctors  practicing? 
Dr.  MoREHEAD.  No.  If  you  have  four  or  more.  You  can't  charge  a 
doctor  

Mr.  Weiss.  I  know.  But  supposing  there  are  only  three  doctors? 
Dr.  Shepherd.  It  is  not  based  on  his  volume;  it  is  his  rental  fee. 
Mr.  Weiss.  Yes. 

Dr.  Morehead.  Supposedly,  but  I  am  sure  they  are  in  collusion 
and  fees  are  based  on  how  much  money  the  doctor  is  making. 
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Mr.  Weiss.  Well,  in  any  event,  I  am  also,  I  guess,  not  convinced 
in  my  own  mind  of  which  side  to  come  down  on  concerning  this 
feud  that  you  two  were  having.  Dr.  Morehead,  and  Dr.  Shepherd, 
because,  while  it  is  I  guess  more  of  a  comfort  or  a  convenience  to 
have  some  place  you  can  walk  into,  if  the  care  or  treatment  that 
you  receive  is  of  such  a  nature  that  you  might  be  better  off  never 
having  walked  into  that  place,  I  don't  know  what  benefit — I  mean, 
it  is  like  playing  Russian  roulette.  You  may  be  the  24  percent  or  32 
percent  or  whatever  the  percentage  is  that  gets  decent  care,  but 
then,  again,  you  may  be  the  majority  that  doesn't  get  decent  care 
by  walking  into  this  place  and  you  are  certainly  not  ahead  of  the 
game  if  that  is  what  happens;  right? 

Dr.  Morehead.  Right,  but  if  you  did  what  Dr.  Shepherd  said, 
have  all  of  these  good,  young  physicians  come  and  practice,  you 
would  find  that  most  of  these  Medicaid  doctors  would  dress  them- 
selves up  to  be  good,  young  physicians  and  apply.  You  have  got  to 
relate  the  payment  to  performance  based  on  standards,  in  my  opin- 
ion. And,  if  you  can  do  that  for  the  mills,  maybe  for  some  of  the 
physicians  you  can  raise  the  standards. 

Ms.  Carter.  One  of  our  

Dr.  Shepherd.  I  think  that  is  a  risk  but  in  the  program  that  I  am 
talking  about  and  models  like  that,  it  is  directly  under  the  supervi- 
sion of  the  Health  and  Hospitals  Corp.  and  there  are,  in  fact,  stand- 
ards for  practice  and  for  the  doctors  who  joined  the  practices. 
Therefore,  you  have  some  basis  for  regulating.  I  can't  remember 
what  that  program  is  called. 

Dr.  Morehead.  The  Homestead.  They  stopped  that  program. 

Dr.  Shepherd.  The  next  incarnation  of  it  is  about  to  come  forth.  I 
think  the  limitation  of  the  Medicaid  usage  is  the  incorrect  way  to 
do  it.  I  think  we  put  the  limitations  on  the  poor,  rather  than  on  the 
people  who  are  making  big  bucks  out  of  the  system. 

Mr.  Weiss.  You  are  in  agreement  now;  is  that  the  idea? 

Ms.  Carter.  I  think  we  need,  I  mean,  what  we  are  recommend- 
ing is  that  we  assist  young  doctors  who  want  to  practice  in  these 
communities  and  we  found  a  number  who  did.  I  am  sure  there  are 
more  out  there,  to  set  up  and  operate  in  these  communities.  There 
is  no  reason  why  you  can't  deal  with  helping  say  a  group  practice 
of  four  physicians  who  are  willing  to  practice  and  provide  good 
care.  There  is  no  reason  why  you  can't  deal  with  the  issues  of 
safety  and  insurance  for  this  group  too,  but  there  has  to  be  money 
to  help  them  set  up  a  practice.  There  has  to  be  enough  Medicaid 
reimbursement  and  reimbursement  for  the  uninsured  for  them  to 
feed  their  own  families. 

Mr.  Weiss.  Well,  all  three  of  you  have  given  us  very  valuable  tes- 
timony, and,  Ms.  Carter,  our  gratitude  to  the  Community  Service 
Society  for  the  fine  work  that  you  have  done,  and.  Dr.  Morehead, 
for  keeping  at  the  work  over  all  of  these  years,  and.  Dr.  Shepherd, 
for  the  tremendous  work  you  are  doing.  We  are  very  appreciative. 
We  thank  you.  We  will  take  a  very  brief  recess  and  when  we 
return,  we  will  combine  Mr.  Weinstock  and  Mr.  Mangano  as  one 
panel. 

[Recess  taken.] 

Mr.  Weiss.  Before  we  all  get  too  comfortable,  if  Mr.  Weinstock, 
Mr.  Mangano,  and  the  gentlemen  with  you,  will  stand  and  raise 
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their  right  hand?  Do  you  swear  and  affirm  that  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing 
but  the  truth? 
Voices  Of  Witnesses.  I  do. 

Mr.  Weiss.  Let  the  record  indicate  that  each  of  the  witnesses  has 
responded  in  the  affirmative.  Maybe  the  first  thing  to  do  is  to  iden- 
tify those  of  you  who  don't  have  nameplates  in  front  of  you. 

Mr.  DuRKiN.  Jim  Durkin,  director,  quality  control  in  New  York 
State,  and  I  am  with  Nelson  Weinstock. 

Mr.  CoNROY.  I  am  Paul  Conroy,  and  I  am  the  Assistant  Inspector 
General  for  Investigations,  Policy  and  Oversight,  U.S.  Department 
of  Health  and  Human  Services. 

Mr.  Weiss.  Good;  thank  you  very  much.  I  assume  you  are  going 
to  be  responding  to  questions  or  adding  to  the  testimony  that  Mr. 
Weinstock  and  Mr.  Mangano  give. 

Mr.  Weinstock,  we  had  you  scheduled  first,  but  I  thought,  for  a 
matter  of  convenience,  it  would  be  easier  if  we  combined  the 
panels,  if  that  is  satisfactory,  and  we  will  start  with  your  testimo- 
ny. Please  identify  yourself  for  the  record  and  then  try  to  summa- 
rize your  statement  in  7  to  10  minutes.  Your  entire  statement  will 
be  entered  into  the  record. 

STATEMENT  OF  NELSON  M.  WEINSTOCK,  DEPUTY  COMMISSION- 
ER FOR  ADMINISTRATION,  NEW  YORK  STATE  DEPARTMENT  OF 
SOCIAL  SERVICES,  ACCOMPANIED  BY  JIM  DURKIN,  DIRECTOR, 
QUALITY  CONTROL 

Mr.  Weinstock.  Good  morning,  I  am  Nelson  Weinstock,  the 
deputy  commissioner  for  administration  at  the  New  York  State  De- 
partment of  Social  Services.  Among  my  responsibilities  are  the 
audits  and  investigations  of  providers  of  medical  care  services  and 
supplies  who  are  enrolled  in  the  Medicaid  Program. 

I  would  like  to  begin  by  emphasizing  that  based  on  our  experi- 
ence in  dealing  with  the  provider  community  and  in  Medicaid  pro- 
vider audits  and  investigations,  that  the  vast  majority  of  providers 
in  the  Medicaid  Program  deliver  a  high  level  of  quality  of  care. 
They  are  honest  in  their  billings  and  they  try  to  comply  fully  with 
program  requirements. 

The  abuses  we  do  see,  and  they  are  very  severe  abuses,  tend  to 
be  concentrated  in  areas  where  there  is  a  high  incidence  of  drug 
and  alcohol  abuse.  In  these  areas,  three  major  players  take  part  in 
most  of  the  problems  we  observe.  The  drug-  or  alcohol-using  client, 
entrepreneurs  who  see  an  opportunity  for  profit,  and  the  providers 
who  are  willing  to  jeopardize  their  professional  credentials  by  coop- 
erating with  entrepreneurs  and  by  catering  to  other  than  the  medi- 
cal needs  of  clients.  Addicted  clients  are  given  medically  unneces- 
sary drugs  which  prolong  their  dependency  or  which  are  converted 
to  cash  in  order  to  feed  their  habits.  The  clients,  in  effect,  many 
times  become  the  victims  of  these  schemes  to  defraud. 

This  morning  I  would  like  to  describe  for  you  some  of  the  abuses 
we  see,  the  methods  and  investigative  techniques  we  in  New  York 
State  use  to  combat  fraud  and  abuse,  and  the  results  of  some  of  the 
innovative  work  we  have  done. 
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The  department's  office  of  audit  and  quality  control  is  directed 
from  Albany  with  seven  field  locations  throughout  the  State.  About 
400  staff  are  devoted  to  Medicaid  provider  audits  and  investiga- 
tions. Medical  providers  are  targeted  for  audit  based  on  computer 
analysis  of  billing  data,  observations  or  leads  uncovered  by  the 
field  staff,  and  referrals  from  other  State,  local,  and  Federal  agen- 
cies. In  addition,  we  also  get  leads  from  clients  and  providers  them- 
selves. Our  staff  includes  auditors,  many  of  whom  are  CPA's,  medi- 
cal professionals,  such  as  physicians,  dentists,  nurses,  pharmacists, 
investigators,  and  undercover  agents. 

Two  specific  techniques  yield  very  high  returns  for  us  in  target- 
ing providers  for  review.  The  first  is  computer  analysis  of  high 
volume,  high  ordering  physicians.  This  technique  identifies  candi- 
dates since  there  is  such  a  heavy  concentration  of  abused  services 
among  what  we  believe  to  be  just  a  few  providers  of  services  in  the 
community.  We  have  over  30,000  physicians  in  the  Medicaid  Pro- 
gram. In  New  York  City,  we  believe  that  the  bulk  of  the  fraud  and 
abuse  is  taking  place  with  a  core  group  of  between  600  and  1,000 
physicians. 

The  second  technique  that  we  use  frequently  is  review  of  medical 
records.  This  is  a  very  significant  tool  for  targeting  purposes  and 
yields  significant  field  intelligence  on  the  way  billings  are  generat- 
ed and  the  relationships  which  exist.  The  medical  records  reviews 
also  disclose  data  not  available  from  our  computer  analysis.  In 
effect,  we  are  able  through  our  medical  records  reviews  to  look  at 
the  kind  of  quality  of  care  that  individual  Medicaid  clients  are  get- 
ting. 

Frequently,  among  these  abusing  physicians  particularly,  we  see 
failure  on  their  part  to  maintain  even  basic  recordkeeping  require- 
ments, overuse  of  diagnostic  services,  overuse  or  inappropriate  use 
of  prescription  drugs,  and  failure  to  perform  complete  medical  eval- 
uations. Not  only  do  the  practices  place  a  financial  burden  on  the 
Medicaid  Program,  but  more  importantly  result  in  excessive,  inap- 
propriate, and,  at  times,  dangerous  medical  care  and  services  to 
Medicaid  patients. 

The  majority  of  the  providers  who  have  been  identified  as  targets 
generally  are  associated  with  nonmedical  persons  or  entrepreneurs. 
These  entrepreneurs  have  little  or  no  medical  background  and  in 
some  cases,  have  been  disqualified  from  the  Medicaid  Program  for 
improper  billing  practices. 

Specifically  among  this  group,  we  have  found  many  manipula- 
tions of  the  system  including  padding  of  bills,  billing  for  services 
not  rendered,  exclusive  referrals  to  cooperating  either  other  physi- 
cians or  suppliers  of  service  such  as  labs  and  pharmacies. 

What  I  would  like  to  do  is  to  review  with  you  briefly  some  recent 
actions  we  have  taken  to  address  the  problems  during  this  year. 

During  this  year,  we  excluded  175  providers  from  the  Medicaid 
Program  due  to  fraudulent  billings,  unnecessary  ordering  of  serv- 
ices and  poor  quality  of  care.  One  hundred  and  thirty-nine  provid- 
ers were  referred  to  the  Medicaid  Fraud  and  Control  Unit,  the 
office  of  the  special  prosecutor,  for  further  investigation  and  pros- 
ecution, and  43  providers  were  referred  to  the  New  York  State  De- 
partment of  Health,  Office  of  Professional  Misconduct  for  license 
action.  I  recognize  that  this  figure  disagrees  with  the  number  that 
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you  heard  earlier  today,  but  our  records  indicate  that,  in  the  last 
IV2  years,  there  have  been  approximately  60  referrals  to  that  orga- 
nization. 

We  rejected  the  reenrollment  applications  of  80  providers  and  we 
also  have  restricted  2,500  recipients  who  were  abusing  their  Medic- 
aid privileges. 

In  the  last  3  years,  we  have  put  into  place  techniques  to  inten- 
sively review  large  groups  of  selected  providers  which  have  shown 
abusive  practices.  I  believe  some  very  quick  examples  of  our  ongo- 
ing reviews  will  exemplify  this. 

You  had  mentioned  our  problems  with  laboratories.  Expenditure 
reports  showed  that  laboratory  services  had  increased  to  $75  mil- 
lion in  1986  and  had  grown  to  $100  million  in  1987.  As  a  result,  the 
department  began  to  closely  track  laboratory  payments.  We  found 
the  payments  to  be  $60  million  in  the  first  3  months  of  1988.  We 
started  field  investigations  in  April  1988,  and  zeroed  in  on  41  lab- 
oratories. Simultaneously,  our  field  audit  staff  conducted  parallel 
reviews  of  100  physicians  that  were  connected  with  these  laborato- 
ries and  it  became  apparent  that  Medicaid  physicians  were  using 
patient  names  indiscriminately  to  falsify  billings  in  20  of  the  41 
laboratories  that  we  looked  at.  As  a  result  of  the  findings  in  these 
reviews,  full  audits  were  conducted;  32  are  in  the  process  of  being 
excluded  right  now  from  the  Medicaid  Program.  Therefore,  of  the 
41  we  looked  at,  32  are  in  the  process  of  being  excluded  and,  in  ad- 
dition, we  have  withheld  for  payment  from  these  laboratories 
almost  $30  million  which  we  are  holding  pending  the  outcome  of 
their  appeals. 

The  second  area  where  we  found  very  significant  problems  was 
in  the  area  of  ordering  of  sonograms.  Typically,  where  we  find  a 
situation,  again  I  think  Dr.  Post  talked  a  little  bit  about  this,  we 
would  find  a  situation  where  there  was  a  need  for  a  sonogram  or 
perhaps  a  false  need  for  a  sonogram  in  the  abdomen  area  that  usu- 
ally requires  one  picture.  Orders  were  placed,  however,  for  the  five 
organs  that  exist  within  the  abdomen  area  and  we  found  that  we 
were  being  charged  for  five  pictures  versus  the  one  that  was  really 
taken,  an  overcharge  of  about  $240  each  time  that  that  happened. 

In  addition  to  our  look  at  laboratories  and  sonograms,  we  have 
taken  an  intensive  look  at  high  ordering  physicians.  This  is  an  area 
that  I  think  has  major  potential  for  getting  at  major  parts  of  the 
fraud  and  abuse.  From  1985 — and  the  reason  we  did  this,  from  1985 
through  1988,  laboratory  orders  had  tripled,  pharmacy  orders  had 
doubled,  and  radiology  orders  had  increased  tenfold.  In  June  1988, 
new  regulations  made  physicians  financially  liable  for  these  kinds 
of  placement  of  orders.  Since  the  inception  of  our  high  ordering 
doctor  project  in  March  1989,  more  than  400  of  the  highest  order- 
ers  have  been  visited  by  our  undercover  agents,  have  been  investi- 
gated or  audited. 

About  100  of  the  providers  have  been  or  will  soon  be  excluded 
from  the  program  primarily  because  there  was  no  medical  justifica- 
tion for  the  orders  and  prescriptions  they  had  written.  We  expect 
the  savings  from  this  to  be  substantial. 

I  believe  I  would  be  remiss  if  I  completed  this  testimony  without 
reminding  you  of  the  primary  goal  of  New  York  State's  Medicaid 
Program  which  is  to  ensure  essential  medical  services  to  those 
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unable  to  afford  to  purchase  them  for  themselves.  The  State,  under 
the  leadership  of  Governor  Cuomo,  has  been  working  hard  toward 
that  goal,  particularly  with  respect  to  access  to  quality  care  for 
those  most  vulnerable,  our  children. 

In  recent  years,  we  have  developed  numerous  initiatives  to  both 
increase  coverage  and  to  increase  access  to  services.  We  have  in- 
creased coverage  by  increasing  eligibility  to  selected  groups  as  it  is 
tied  to  the  Federal  poverty  level.  In  our  efforts  to  increase  access  to 
medical  care,  we  have  expanded  the  use  since  1984  of  managed 
care.  We  significantly  increased  fees  paid  to  obstetricians,  and  we 
are  proposing  increased  fees  for  physicians  providing  prenatal  care. 
And  we  are  operating  case  management  programs  targeted  at  preg- 
nant and  parenting  teens,  the  mentally  ill,  and  the  developmental- 
ly  disabled.  We  are  also  developing  special  programs  for  people 
with  AIDS  and  chemically-dependent  women. 

It  seems  to  us  in  the  social  services  department  that  there  are 
very  few  limits  to  the  imagination  of  those  who  seeks  to  profit  from 
the  very  program  devised  to  take  care  of  those  in  our  society  least 
able  to  pay  for  their  own  medical  needs.  We  hope  that  our  best  ef- 
forts, some  of  whicji  I  have  attem.pted  to  outline  for  you  here  today, 
are  equal  to  the  task,  and  that  these  activities  do  not  unduly  divert 
us  from  our  major  objectives. 

Thank  you  for  the  opportunity  to  appear  before  you  today.  On 
behalf  of  Commissioner  Perales,  we  look  forward  to  working  with 
you  as  you  develop  programs  in  this  area. 

[The  prepared  statement  of  Mr.  Weinstock  follows:] 
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GOOD  ^DR^nNG.  I  am  nelson  WEINSTOCK,  the  DEHJTY  CCMCnSSIONER  FOR 
ATKINISTRATION  AT  THE  NEW  YORK  STATE  DEPARTMENT  OF  SOCIAL  SERVICES.  AI^ONG 
MY  RESPONSIBILITIES  ARE  THE  AUDITS  AND  INVESTIGATIONS  OF  PROVIDERS  OF 
MEDICAL  CARE  SERVICES  AND  SUPPLIES  WHO  ARE  ENROLLED  IN  THE  MEDICAL 
ASSISTANCE  FOR  THE  NEEDY  PROGRAM,  OOMDNLY  REFERRED  TO  AS  MEDICAID. 

I  WOUID  LIKE  TO  START  OUT  BY  SAYING  THAT,  BASED  ON  OUR  YEARS  OF 
EXPERIENCE  IN  DEALING  WITH  THE  PROVIDER  CCMIUNITY  AND  IN  MEDICAID  PROVIDER 
AUDITS  AND  INVESTIGATIONS,  THE  VAST  MAJORIIY  OF  PROVIDERS  IN  THE  MEDICAID 
PROGRAM  DEUVER  A  KLGH  LEVEL  OF  QUALITY  CARE.  IHEY  ARE  HONEST  IN  THEIR 
BILLINGS  AND  TRY  TO  FULLY  COMPLY  WITH  THE  PROGRAM  REQUIREMENTS. 

THE  ABUSES  WE  DO  SEE  TEND  TO  BE  CONCENTRATED  IN  AREAS  WHERE  THERE  IS  A 
HIGH  INCIDENCE  OF  DRUG  AND  ALCOHOL  ABUSE.  IN  THESE  AREAS,  THREE  M?JOR 
PLAYERS  TAKE  PART  IN  MOST  OF  THE  PRDBIEI^  WE  OBSERVE  -  THE  DRUG  OR  ALCDHOL 
USING  CLIENT,  ENTREPRENEURS  WHO  SEE  AN  OPPORTUNITY  FOR  PROFIT,  AND  THE 
PROVIDERS  WHO  ARE  WILLING  TO  JEOPARDIZE  THEIR  PROFESSIONAL  CREDENTIAIS  BY 
COOPERATING  WITH  THE  ENTREPRENEURS  AND  BY  CATERING  TO  OTHER  THAN  THE  MEDICAL 
NEEDS  OF  THE  CUENTS.  ADDICTED  CKEENTS  ARE  GIVEN  MEDICALLY  UNNECESSARY 
DRUGS  WHICH  PRODDNG  THEIR  DEPENDENCY,  OR  WHICH  ARE  CONVERTED  TO  CASH  IN 
ORDER  TO  FEED  THEIR  HABITS.     THE  CLIENTS,  IN  EFFECT,  BEOCME  THE  VICTEVIS. 

THIS  MORNING,  I  WOUID  LIKE  TO  DESCRIBE  FOR  YOU  SOME  OF  THE  ABUSES  WE 
SEE;  THE  METHODS  AND  INVESTIGATIVE  TECHNIQUES  WE,  IN  NEW  YORK  STATE,  USE  TO 
COMBAT  FRAUD  AND  ABUSE;  AND  THE  RESULTS  OF  SOME  OF  THE  INNOVATIVE  WORK  WE 
HAVE  DONE. 

ORGANIZATION,  METHODS  MP  KEY  REIATIONSHIPS 

THE  DEPARTMENT  OF  SOCIAL  SERVICE'S  MISSION  UNDER  THE  MEDICAID  PROGRAM 
IS  RESPONSIVE  TO  THE  REQUIREMENTS  OF  TTTIE  XIX  OF  THE  SOCIAL  SECURITY  ACT. 
SIMPLY  STATED,  OUR  GOAL  IS  TO  ENSURE  ESSENTIAL  MEDICAL  SERVICES  FOR  THOSE 
UNABLE  TO  EURCHASE  HEALTH  CARE  FOR  THEMSELVES.  AS  YOU  MUST  BE  AWARE,  TO 
EFFECTIVELY  AEimJISTER  A  PROGRAM  AS  LARGE  AND  AS  COMPLEX  AS  NEW  YORK  STATE'S 
REQUIRES  CLOSE  COORDINATION  BOTH  WITHIN  AND  OUTSIDE  THE  DEPARTMENT. 
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SEVERAL"  ORGANIZATIONS  WITHIN  THE  DEPARTMENT  HAVE  MAJOR  RESPONSIBILITIES 
RELATING  TO  MEDICAID. 

THE  DIVISION  OF  MEPICRL  ftSSISTTVNCE  IS  THE  PRIMARY  DEPARIWENIAL  UNIT  WHICH 
COORDINATES  AND  MCmTORS  THE  DEVEIDEMENI  OF  NEW  MODELS  FOR  DELIVERY  OF 
MEDICAL  CARE  AND  SERVICES,  SEEKING  TO  IMPROVE  SERVICE  AVAILABILITY  WHILE 
ADDRESSING  CHANGING  SOCIAL  AND  DEMOGRAHGC  TRENDS  AND  LIMITED  FISCAL 
RESOURCES.  THE  DIVISIOT  DEVEIDPS  AND  INTERPRETS  MEDICAID  PROGRAM  POLICY, 
AND  OPERATES  THE  RECIPIENI  RESTRICITCTJ  PROGRAM  (WHICH  I  WILL  DISCUSS  LATER)  . 
THE  DIVISION  OF  OPERATIONS  OVERSEES  THE  MEDICAID  MANAGEMENT  INFORMATION 
SYSTEM  AND  TOE  ACTIVITIES  OF  TOE  FISCAL  AGENT,  AND 

MY  DIVISION  OF  MMIMISTRftTION  IS  RESPONSIBLE  FOR  FINANCIAL  MANAGEMENT  AND 
THE  AUDITS  AND  INVESTIGATiaJS  OF  MEDICAID  PROVIDERS. 

THE  DIVISION  OF  LEG3^  AFFAIRS  PROPOSES  AND  WRITES  EFFECTIVE  LAWS  AND 
REGUIATIONS,  AND  PROVIDES  NECESSARY  LEGAL  ADVICE  AND  SUPPORT. 

THE  DEPARTMENT  CXX)RDINATES  ITS  ACITVITIES  WITO  A  MANY  OTHER  STATE, 
LDCAL  AND  FEDERAL  AGENCIES  INVOLVED  IN  INVESTIGATIONS  AND  CRIMINAL 
PROSECUTION,  AS  WELL  AS  TOOSE  AGENCIES  RESPONSIBLE  FOR  PROFESSIONAL 
LICENSING  OR  CERTIFICAnON.  I  WOULD  LLKE  TO  HIGHLIGHI  FOR  YOU  CERTAIN  KFif 
RELATIONSHIPS  WHICH  ARE  MOST  GERMANE  TO  TOIS  DISCUSSION. 

THE  DEPARIMEMI  WORKS  CLDSELY  ON  A  DAY-TD-DAY  BASIS  WITO  THE  MEDICAID 
FRAUD  ODNTRDL  UNIT  OF  TOE  STATE  ATTORNEY  GENERAL'S  OFFICE.  THAT  OFFICE 
PURSUES  INVESTIGATIONS  AND  FROSECUTIONS  OF  CRIMINAL  FRAUD.  SUSPECTED 
INSTANCES  OF  FRAUD  WE  DETECT  ARE  REFERRED  TO  THIM.  INVESTIGATIONS  ARE 
SIMILARLY  COORDINATED  WITO  TOE  INSPECTOR  GENERAL'S  OFFICE  OF  TOE  FEDERAL 
DEPARTMENT  OF  HEAUH  AND  HUMAN  SERVICES  AND  TOE  FBI. 

WITO  RESPECT  TO  VIOIATIC»^S  OF  PRDFESSICmL  STANDARDS,  THE  DEPARTMENT 
WORKS  CDDSELY  WITO  THE  STATE  HEAITO  DEPARTMENT'S  OFFICE  OF  PROFESSIONAL 
MEDICAL    CXMXJCT,      TOE    STATE  EDUCATICW  DEPARTMENT'S  OFFICE  OF  FRDFESSIOIAL 
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DISCIPLTNE,.  .AND  THE  HEALTH  CARE  FINANCING  ACMENIS'imTION . 

I'D  KLKE  TO  ZERO  IN  MORE  ON  THE  ORGANIZATION  AND  METHODS  OF  THE  AUDIT 
OFFICE,  KEEPING  IN  MIND  THAT  THE  OTHER  DEPARTMENT  DIVISIONS  PROVIDE 
INDISPENSABLE  SUPPORT  TO  THE  AUDIT  EFFORTS. 

THE  DEPARTT4ENT'S  OFFICE  OF  AUDIT  AND  QUALITY  CONTROL  IS  DIRECTED  OUT  OF 
ALBANY  WITH  SEVEN  FIEID  IDCATTONS  THROUGHOUT  THE  STATE.  ABOUT  400  STAFF  ARE 
DEVOTED  TO  MEDICAID  PROVIDER  AUDITS  AND  INVESTIGATIONS.  MEDICAL  PROVIDERS 
ARE  TARGETED  FOR  AUDIT  BASED  ON  COMRJTER  ANALYSIS  OF  BILUNG  a^TA; 
OBSERVATIONS  OR  lEADS  UNCOVERED  BY  THE  FIEID  STAFF;  AND  REFERRALS  FROM  OTHER 
STATE,  IDCAL,  AND  FEDERAL  AGENCIES.  IN  ADDITION,  WE  ALSO  GET  LEADS  FROM 
CITEOTS  AND  PROVIDERS  THEMSELVES.  OUR  STAFF  INCIUDES  AUDITORS,  MANY  OF  WHOM 
ARE  CPA'S;  MEDICAL  PROFESSIONALS  SUCH  AS  EHYSICIANS,  DENTISTS,  NURSES,  AND 
PHARMACISTS;  INVESTIGATORS;  AND  UNDERCOVER  AGENTS. 

THE  DEPARTMENT  ALSO  CONTRACTS  WITH  BOARD  CERTIFIED  PEER  PHYSICIANS  IN 
ALL  THOSE  SPECIALTIES  UNDER  REVIEW.  THROUGH  COOPERATION  WITH  OTHER  STATE 
AND  CITY  AGENCIES,  WE  HAVE  OBTAINED,  WHEN  NEEDED,  THE  SERVICES  OF  QUALIFIED 
EXPERTS  IN  OTHER  AREAS  OF  MEDICAL  TECHNODOGY  SUCH  AS  LABORATORY  AND 
RADIOLOGY  TECHNICIANS. 

PROVIDER  TARGbTlNS 

HIGH-VALUE,  HIGH-ORDERING 

NUMEROUS  TECHNIQUES  ARE  EMPLOYED  TO  IDENTIFY  PROVIDERS  WHO  MAY  BE 
BILLING  INAPPROPRIATELY.  ONE  OF  THE  MOST  EFFECTIVE  IS  TO  KEY  IN  ON  KLCSi- 
VOLUME,  HIGHHDRDERING  PROVIDERS.  THESE  INCUJDE  PHYSICIANS  WITH  LINKAGES  TO 
OTHER  PROVIDERS  SUCH  AS  LABORATORIES,  PHARMACIES,  AND  DURABLE  MEDICAL 
EQUIPMENT  SUPPLIERS.  THE  DEPARTMENT,  AFTER  REVIEWING  BIIiJNG  DATA,  TARGETS 
THESE  PROVIDERS  AND  STEPS  UP  THE  NUMBER  OF  UNDERCOVER  LNVESTTGATIONS .  AS 
SUCH,  THE  DEPARTMENT  IS  ABIE  TO  RESPOND  QUICKLY  TO  THE  MOST  FLAGRANT 
FRAUDULENT  AND  ABUSIVE  PRACTICES. 
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MEDICAL  REOORD  REVIEWS 

ANOTHER  TECHNK^JE  INVOLVES  MEDICAL  REOORD  REVIEWS.  THESE  REVIEWS  ARE 
FREQUENTLY  USED  TO  MONITOR  OOMPIZANCE  WITH  MEDICAID  REQUIREMENTS  AND  TD 
IDENTIFY  THE  TYPE  AND  LEVEL  OF  SERVICES  RENDERED  TO  MEDICAID  PATIEbHTS . 
QUALITY  OF  CARE  INDICATORS  WE  SEE  MOST  FREQUENTT.Y  IN  I^DICAL  REVIEWS 
INCLUDE: 

-  FRILURE  TO  MEET  RECORDKEEPING  REQUIREMENTS  -  MEDICAL  RECORDS 
FREQUENTLY  LACK  DOCUMENTATION  OF  COMPIUTE  HISTORIES,  PHYSICAL 
EXAMINATIONS  AND  DIAOJOSTIC  EVALUATIONS.  IN  ORDER  TO  ARRIVE  AT  AN 
ACCURATE  DIAGNOSIS  AND  APPROFKEATE  TREATMENT  PLAN,  A  COMPLETE  HISTORY 
AND  PHYSICAL  EXAMINATION  ARE  ESSENTIAL.  INCOMPLETE  PGSTORIES  AND 
PHYSICAL  EXAMINATIONS  CAN  LEAD  TO  INCORRECT  DIAGNOSTIC  IMPRESSIONS  AS 
WELL  AS  INAPPROPRIATE,  AND  POTENTIALLY  DANGEROUS  TREATMENT  REGIMENS. 
AN  ADDITIONAL  ISSUE  RAISED  HERE  IS  IHAT  RECIPIENTS  ARE  FREQUENTLY  SEQ^ 
AND  EVAUJATED  BY  SEVERAL  PROVIDERS.  IF  IHE  MEDICAL  RECORD 
DOCUMENTATION  IS  INCOMPLETE,  ANOTHER  PROVIDER  MAY  NOT  BE  ABLE  TO 
DETERMINE  THE  PATIENT'S  PRIOR  MEDICAL  HISTORY  AND/OR  REASONS  FOR 
CURRENT  TREAIMENT  PLANS. 

-  OVERUSE  OF  DiaGNDSTIC  SERVICES  -  IN  AN  EFFORT  TO  "PAD"  THEIR  MEDICAID 
BILLS,  PROVIDERS  FREQUENTLY  ORDER  OR  PROVIDE  SERVICES  FAR  IN  EXCESS  OF  THE 
PATIENT'S  NEEDS.  EXCESSIVE  SERVICES  ARE  NOT  ONLY  A  COST  DRAIN  ON  THE 
PROGRAM,  BUT  MEDICAID  PATIENTS  ARE  FREQUENTLY  NEEDLESSLY  EXPOSED  TO 
POTENTIALLY  DANGEROUS  DIAGNOSTIC  TESTING.  FOR  EXAMPIE,  WE  HAVE  OBSERVED 
RADIOIDGICAL  EXAMINATI(»tS  RECORDED  AS  BEING  GIVEN  TO  FEKALES  OF  CHIIiD- 
BEARING  AGE.  SUCH  TESTING,  IF  GIVEN,  COULD  HAVE  DISASTROUS  RESULTS  ON  THE 
MOTHER  AND  THE  CHILD. 

-  OVERUSE  AND/OR  INRPPROPRIATE  USE  OF  PRESCRIPTION  DRUGS  -  THE 
PRESCRIPTION    WRITING    PRACTICES    OF    CERTAIN    MEDICAID  PHYSICIANS  ARE  OFTEN 
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SUSPECT.  MX)D  ALTERING  ANTI -DEPRESSANTS ,  ANTI -ULCER  MEDICATIONS,  INHALATION 
DEVICES,  ANTIBIOTICS,  AND  NON-STEROIDAL,  ANTI -INFLAMMATORY  DRUGS  ARE 
FREQUENTLY  PRESCRIBED  WITHOUT  DOCUMENTED  JUSTIFICATION  IN  THE  MEDICAL 
RECORD.  IF  THE  PRESCRIBING  OF  THESE  DRUGS  IS  UNSUPPORTED  BY  MEDICAL  RECORD 
DOCUMENTATION,  MEDICAID  PATIENTS  MAY  BE  TAKING  MULTIPLE  UNNECESSARY  DRUGS. 
OR,  AS  OUR  INVESTIGATORS  HAVE  0BSI3WED,  IHESE  DRUGS  MAY  BE  GASHED  IN  AND 
USED  TO  PURCHASE  lUFGAL  STREET  DRUGS.  AN  ADDITIONAL  CONCERN  IS  THAT 
SPECIFIED  DRUGS  ARE  CONTRA-INDICATED  IN  CERTAIN  DISEASE  PROCESSES.  THEIR 
PRESCRIPTIONS  MAY  POSE  A  SIGNIFICANT  HEALTH  RISK  TO  MEDICAID  PATIENTS. 

A  FREQUENT  PRACTICE,  ALTHOUGH  DECKCNING,  DUE  TO  THE  MORE  EXTENSIVE  USE  OF 
TRIPLICATE  PRESCRIPTION  FORMS  FOR  CONTROLLED  SUBSTANCES,  IS  PRESCRIPTIONS  TO 
raJOWN  DRUG  ABUSERS.  SUCH  PRESCRIPTIONS  TO  KNOWN  DRUG  ABUSERS  ARE 
POTENTIALLY  DANGEROUS  AND  A  VIOLATION  OF  STATE  HEALTH  DEPARTMENT 
REGULATIONS. 

-  FRILURE  TO  PERFORM  CCMPLETE  MEDICAL  EVMiUATIONS  -  AT  THE  SAME  TIME 
CERTAIN  DIAC3^0STIC  TESTS  ARE  OVERUSED,  MEDICAL  RECORD  REVIEWS  HAVE  ALSO 
REVEALED  A  PATTERN  OF  FAILURE  TO  EVALUATE  OR  DEAL  WITH  A  PATIENT'S 
COMPLAINTS  OR  IDENTIFIED  ILLNESSES.     SEVERAL  EXAMPLES  ARE: 

o  FAILURE  TO  DOCUMENT  FOLLDW-UP  CARE  IN  TREATMENT  OF  PATIENTS  WITH  ABNORMAL 
DIAC3^0STIC  TEST  RESULTS.  OF  SPECIFIC  CONCERN  HERE  IS  THE  LACK  OF 
TREATMENT  OR  POLLCW-UP  CARE  FOR  OCWMUNICABLE  DISEASES  AND/OR  SEXUALLY 
TRANSMITTED  DISEASES. 

o  FAILURE  TO  EVAJJUATE  OR  REFER  VKMEN  WITH  CONFIRMED  OR  UNCONFIRMED 
PREGNANCIES.  IN  THE  CASE  OF  A  CONFIRMED  PREC^iANCY,  EARLY  PRE-NATAL  CARE 
IS  ESSENTIAL  TO  ASSURE  MATERNAL  AND  FETAL  HEALTH.  ADDITIONALLY, 
EVALUATION  OF  UNCONFIRMED  PREGJIANCIES  IS  NECESSARY  TO  RULE  OUT  TREATMENT 
PLANS  CONTRA- INDICATED  IN  PREOIANT  WOMEN. 
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O  FAILURE -TO  CONFIRM  A  PATIENT  HISTORY  (FOR  EXAMPIZ,  DIABETES,,  OR  (jIjC,:ER 
DISEASE)  OR  TO  FULLY  EVALUATE  A  PATIENT'S  COMPIAINT  (FOR  EXAMPLE,  CHEST 
PAIN  WHICH  MAY  BE  INDICATIVE  OF  A  MYOCARDLAL  INFARCTION)  MAY  LEAD  TO 
EITHER  A  DELAY  IN  APPROPRIATE  TREATMENT  OR  THE  ST'AKT  OF  n^JCORRECr  CARE  OR 
TREATMENT. 

THESE  PATTERNS  OF  DEFICIENT  RECORDKEEPING  ARE  FREQUEITILY  IDENTIFIED  IN 
A  SELECTED  NUMBER  OF  MEDICAID  PHYSICIAN  REVIEWS.  NOT  ONLY  DO  THE  PRACTICES 
PLACE  A  FINANCIAL  BURDEN  ON  THE  MEDICAID  PROGRAM;  EOT,  MORE  IMPORTANTLY, 
RESULT  IN  EXCESSIVE,  INAPPROPRIATE,  AND  AT  TIMES  DP^JGEPOUS  MEDICAL  CARE  AND 
SERVICES  TO  MEDICAID  PATIENTS. 

PROVIDER  MRNIPUIATICJN  OF  SYSTEM  FOR  PROFIT 

THE  MAJORITY  OF  THE  PROVIDERS  WHO  HAVE  BEEN  IDENTIFIED  AS  TARGETS 
GENERALLY  ARE  ASSOCIATED  WITH  NON-MEDICAL  PERSONS  OR  QfTREPRENEURS .  THESE 
INDIVIDUALS  HAVE  LmiE  OR  NO  MEDICAL  BACKGROUND  OR  HA\'E  BEEN  DISQUALIFIED 
FROM  THE  MEDICAID  PROGRAM  FOR  IMPROPER  BILLING  H?ACnCES.  THEY  ARE  IN  THE 
BUSINESS  STRICTLY  TO  BILL  MEDICAID  AND  HAVE  NO  INTEREST  IN  PROVIDING  ANY 
TYPE  OF  QUAUTY  CARE  TO  MEDICAID  CLIENTS. 

THESE  INDIVIDUAL  OWN  OR  WORK  IN  A  CUNIC^TYPE  SETTING,  HIRE  MEDICAL 
PROFESSIONALS  TO  Pt«)VIDE  CARE,  AND  SIMPLY  MANAGE  THE  OPERATION.  OUR 
I^JVESTIGATIONS  HAVE  SHOWN  THAT  THE  PRIMARY  MEANS  TO  PROMOTE  PROFIT-MAKING 
ARE  OVERPRESCRIBING  OF  IMJGS,  SON0(3?AMS,  AND  EKG'S  AND  THE  ORDERING  OF 
UNNECESSARY  LAB  TESTS.  SPECIFICALLY,  WE  POUND  THE  POLIiDWING  TYPES  OF 
MANIHJIATIONS  OF  THE  SYSTEM: 

tiPiinnTMra  RTT.T.g»  -  IN  A  SIGNIFICANI  NUMBER  OF  TARGETED  MEDICAL  CHART  RE\T:EWS, 
WE  HAVE  FOUND  PROVIDERS  CHARGING  FOR  MUIHTPLE  UNNECESSARY  TESTS  AND 
PROCEDURES.  THE  TESTS  CAN  USUALLY  BE  PERFORMED  IN  THE  PROVIDER'S  OFFICE  BY 
UNTRAINED  ANCILLARY  OFFICE  PERSCMIEL.  WHIIE  AN  INTERMEDIATE  OFFICE  VISIT 
CAN    BE    BILLED    TO  MEDICAID  AT  $11.00,    AEOING  OH  UNNECESSARY  TESTS  SUCH  AS 
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SONOGRAMS FCP.  $60.00,  URINALYSIS  FOR  $3.20,  THROAT  OJLTCRES  FOR  $3.75, 
ECHOCARDIOGRAFHY  FOR  $25.00,  EKG  FOR  $15.00  ANT)  SPIRQMEIRY  FOR  $25.00  CATJ 
SIGNTiFICAuNTLY  INCREASE  THE  TOTAL  COST  OF  A  SINGLE  OFFICE  VISIT.  THE  NEED 
FOR  THESE  ADDITIONAL  SERVICES  CANNOT  BE  JUSTIFIED  IN  THE  PATIENT -"S  CHART 
DOCUMENTATION.  OUR  UNDERCOVER  AGENTS,  POSING  AS  I^ICAID  CLIENTS,  HAVE 
FOUND  THAT  THE  TESTS  ARE  OFTEN  PERFORMED  ROUTINELY  BEl^RE  THE  PATIENT  IS 
PERMJTIED  TO  SEE  THE  ITOSICIAN, 

BILLING  FOR  SERVICES  NOT  RENDERED  -  ALL  MEDICAL  SERVICES  PERFOKCD  MUST  BE 
DOCUMENTED  IN  THE  PATIENT'S  RECORD.  THE  DOCUMENTATION  MUST  INCKJDE  THE  DATE 
OF  SERVICE,  PATIENT'S  CHIEF  COMPLAINT,  PERTINENT  HIS1>DRY  .AND  PHYSICAL  EXAjM 
FINDB^GS,  PHYSICIAN'S  DIAGNOSTIC  IMPRESSIONS,  NOTATION  OF  ALL  INDICATIONS 
DISPENSED,  DESCRIPTION  OF  ANY  TESTS  PERFORMED  AND  PESLTTS,  AND  ESPECIALLY  AN 
ENTRY  TO  JUSTIFY-  THE  MEDICAL  NTECESSTIY  FOR  AInY"  Ar,'CILLARY  DIAGNOSTIC 
PROCEDURES.  IN  MA^JY•  CASES,  CLAIMS  TOR  MEDICAL  SERVICES  CANNOT  BE 
SUBSTANTIATED  IN  THE  RECORD,  OR  CHART  ENTRIES  FOR  THE  CLAIMED  DATES  OF 
SERVICE  ARE  ABSENT. 

GROUP  PRACTICE  -  PROVIDERS  MAY  JOIN  GROUP  PRACTICES  WHICH  ARE  GROUPS  OF 
FHYSTCTANS  PRACTICING  FROM  A  Cm40N  OFFICE  OR  CL.INIC.  OFTEN  THESE  30  CALLED 
"CLTNICS"  ARE  RUN  BY  NON-MEDICAL  "OFFICE  MANAGERS"  AND  OWNED  BY  INDEPENDENT 
ENTREPRENEURS.  AiL  THE  SERVICES  PROVIDED  BY  THE  PHYSICIANS  ARE  BILLED  TO 
MEDICAID  UNDER  THE  GROUP  ID  NUMBER.  THIS  MAKES  IT  DIFFICJCT  TO  TRACK  THE 
INDIVIDUAL  PROVIDERS  BILLING  PRACTICES  AND  PATTERNS,  PARTICUIARLY  AS  SOME 
PROVIDERS  MAY  BELONG  TO  SEVERAL  GROUP  PRACTICES. 

REFERRAI^  -  rWSICIANS  MAY  ARRANGE  WITH  OTHER  PR0\T:DERS  TO  EXCLUSIVELY  REFER 
THEIR  PATIENTS  TO  THAT  PROVIDER  FOR  TESTS  AND  PROCEKJRES  WHICH  MAY  OR  MAY 
NOT  BE  MEDICALLY  NECESSARY.  WE  HAVE  SEEN  CASES  WHERE  RADIOLOGISTS  OR  NON- 
MEDICAL ENTREPRENEURS  SET  bT  PORTABLE  SONOGRAPHY  MACHINES  IN  SEVERAL 
PHYSICIAN  OFFICES  ON  A  PART-TIME  BASIS.      A  MAJORITY  OF  THE  PATIENTS  SEEN  BY 
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THE  PRIMARY  FHYSICIAN  WILL  THEN  BE  REFERRED  TO  THE  RADIODDGIST  FOR 
SONOGRAMS.  RARELY  CAN  THESE  ADDITIONAL  SERVICES  BE  JUSTIFIED  IN  THE 
PATIENT'S  MEDICAL  RECORD.  A  PHYSICIAN'S  ENTIRE  PRACTICE  MAY  RELY  ON 
REFERRALS  FPCM  SEVERAL  PHYSICIANS. 

USE  OF  OTHER  PRCfVIDERS'  MEDICMD  NUMBERS  -  PROVIDERS  WHO  HAVE  BEEN  PLACED  ON 
SUSPENSION  OR  TERMINATED  FROM  THE  PROGRAM  MAY  STTLL  BE  IN  PRACTICE  USING 
ANOTHER  PROVIDER'S  MEDICAID  NUMBER  TO  BILL  FOR  SERVICES.  WE  HAVE  ALSO  FOUND 
DISQUALIFIED  JHYSICIANS  USING  '^lOTHER  PHYSICIAN'S  SIGNED  PRESCRIPTION 
BIANKS. 

UNNECESSARY  lABORATORY  TESTING  -  IN  LATE  1987  AND  EARLY  1988,  WE  FOUND  A 
m^JOR  PROBLEM  IN  THE  ORDERING  OF  UNNECESSARY  BIDOD  TESTS.  I  INTEND  TO 
DISCUSS  THIS  CASE  IN  MORE  DETAIL  SHORTLY. 

UNLICENSED  PERSONNEL  WORKPIS  WITH  gHYSICIMB  -  IN  SEVERAL  CASES,  WE  FOUND 
THAT  ASSISTANTS  POSING  AS  KECENSED  EHYSICIANS  OR  REGISTERED  PHYSICIAN 
ASSISTANTS  WERE  PROVIDING  MEDICAL  CARE  TO  CLIENTS  IN  THE  PROVIDER'S  OFFICE, 
OFTEN  WITHOUT  SUPERVISION.  THE  USE  OF  THESE  INDIVIDUAIS  CAN  GREATLY 
INCREASE  THE  VOLUME  OF  PATIENTS  A  PROVIDER  CAN  SEE  AND  BILL  FOR  A  SINGLE 
DAY. 

A  NEW  BREED  OF  ENTREPRENEUR 

I  WISH  TO  MAKE  A  SPECIAL  POINT  HERE  ABOUT  ONE  OF  THE  MAIN  PLAYERS  IN 
THE  MANIRJIATTON  FOR  PROFIT,  THE  ENTREPRENEUR  I  MENTIONED  IN  MY  OPENING 
REMARKS.  THE  AVAIIABIUTY  OF  MEDICAID  MONEY  HAS  GIVEN  RISE  TO  A  NEW  BREED 
OF  ENTREPRENEURS  IN  NEW  YORK  STATE,  MAINLY  IN  NEW  YORK  CITY.  THEY  REAP 
ENORMOUS  EROFITS  FROM  SELLING  UNNECESSARY  MEDICAL  SERVICES  THROUGH  THEIR 
PRIVATELY  OWNED  OUTLETS.  GREED  CAUSES  THEM  TO  GO  TO  THE  EXTREME  OF 
FABRICATING  SERVICES  AND  SUEMITIING  BILLINGS. 
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AGREEMENTS,  OR  CONTRACTS  CREATED  BY  THESE  ENTREPRENEURS  ARE  DESIGNED  TO 
INDUCE  PHYSICIANS  TO  "COOPERATE."  IN  ORDER  TO  SUSTAIN  OR  JUSTIFY  THE  MONEY 
THEY  RECEIVE.  A  TYPICAL  CONTRACT  MIGHT  CCMPENSATE  A  PHYSICIAN  FOR  AS  MUCH 
AS  $300,000  ANNUALLY,  A  $200,000  FEE  PIUS  MALPFiACTICE  INSURANCE  COVERAGE  AND 
LEGAL  EXPENSE.  TO  OBTAIN  FEES  OF  THIS  MAGNITUDE  WCUID  REQUIRE  A  PHYSICIAN 
TO  EXAMINE  ABOUT  43,000  PATTENIS  PER  YEAR,  THE  EQUIVALENT  OF  ABOOT  230 
PATIENTS  A  DAY.  THE  ENTREPRENEURS  AISO  OOAX  THE  PHYSICIANS  INTO  ORDERING 
ANCILLARY  SERVICES  FROM  OUHEIS  OWNED  OR  OTHERWISE  CONTROLLED  BY  THE 
ENTREPRENEUR. 

A  TYPICAL  EXAMPLE  IS  MR.  MAKEMDRE.  BASED  ON  OUR  INTELLIGENCE  SOURCES, 
MR.  MAKEMORE  OWNED  AT  IZAST  TWO  MEDICAID  CIJNICS  AND  THREE  PHARMACIES,  AND 
WAS  A  SAIES  REPRESENTATIVE  FOR  TWO  CKLNICAL  lABORATDRIES  BEFORE  HE  WAS 
ARRESTED  IN  NOVEMBER  1989  FOR  ENGAGING  IN  KICKBACK  ARRANGEMENTS.  WE  BEUIEVE 
THAT  THE  OWNERSHIP  PICTORE  IS  JUST  THE  TIP  OF  THE  ICEBERG,  AS  WE  HAVE  NOT 
DEVELOPED  AN  ADEQUATE  MECHANISM  FOR  IDENTIFYING  DATA  ON  MULTIPLE  OWNERSHIPS 
OF  MEDICAID  PROVIDER  FACILITTES.  THE  OWNERS  OFTEN  HIDE  BEHIND  PAID  PROXIES 
AND  MADE-UP  OORPCmTE  NAMES. 

AGREEMENTS  BETWEEN  ENi'REtVEMURS  AND  THE  PHYSICIANS  THEY  RECRUIT  OFTEN 
CONTAIN  CIAUSES,  THE  IMPLICATIONS  OF  WHICH  THE  OONSENTING  PHYSICIANS  MAY  BE 
UNAWARE.  FOR  EXAMPI£,  THE  PHYSICIAN  MAY  ABROGATE  TO  THE  ENTREPRENEUR 
RESPONSIBILITY  FOR  OBTAINING  A  MEDICAID  PROVIDER  NUMBER.  fflYSICIANS  OFTEN 
SURRENDER  TO  THE  ENTREPRENEUR  THE  lEGAL  AITIHORTTY  AND  WHEREWITHAL  TO  ENROLL 
THEMSELVES  AS  A  PROFESSIONAL  ODRPC^ATION,  OR  AS  ANOTHER  TYPE  OF  PRACTICE. 
THE  ENTREPRENEUR  THEN,  WITHOUT  THE  PHYSICIAN'S  KNOWLEDGE,  OFTEN  BILI5  THE 
PROGRAM  FOR  ITEMS  NOT  PROVIDED,  AND  NEGOTIATES  THE  PAYMENTS  FOR  HIS  OWN  USE. 
RBffiDIES  TO  PROVIEER  MRNIRJIAnOW 

WE  HAVE  IMPUMENTED  SEVERAL  POLICIES  TO  REMEDY  THE  TYPES  OF 
MANIPUIATION  AND  FRAUDULENT  PRACTICES  OCCURRING    IN    THE    MEDICAID  PROGRAM. 
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THESE  INCIIJDE: 

-  PIACING  - ■  PHYSICIANS  WHO  HAVE  BEEN  DISQUALEFIED  OR  SUSPENDED  ON  A  LIST 
CIRCUIATED  TO  OTHER  PROVIDERS  OF  MEDICAL  SERVICES.  THE  DEPARTMENT  WILL 
NOT  REIMBURSE  CLAIMS  BILLED  FOR  OR  ORDERED  BY  THESE  PROVIDERS. 

-  DENYING  PAYMENT  TO  LABORATORIES  AND  PHARMACIES  WHO  DO  NOT  SUEMIT  THE 
MEDICAID  NUMBER  OF  THE  REFERRING  PROVIDER  ON  THE  BILL  SUHMTTED  TO  THE 
DEPARTMENT  FOR  PAYMENT. 

-  REVIEWING  ALL  HIGH  VOIUME,  HIGH  ORDERING  PROVIDERS.  THESE  INCIUDE 
PHYSICIANS  WITH  EXTENSIVE  KENKAGES  TO  LABORATORIES  AND  PHARMACIES,  AS 
WEIi  AS  HIGH  VOLUME  PHYSICIANS.  THE  GOAL  IS  TO  TARGET  AS  MANY  OF  THESE 
PROVIDERS  IN  THE  SHORTEST  PERIOD  OF  TIME. 

-  STEPPING  UP  THE  NUMBER  OF  UNDERCOVER  INVESTIGATIONS  OF  PROVIDERS  ORDERING 
lARGE  QUANTITIES  OF  PHARMACEUTICALS,  lABORATORY  SERVICES,  AND  OTHER 
ITEMS. 

-  SUSPENDING  PAYMENTS  TO  PROVIDERS  WHO  ARE  UNCOOPERATIVE  OR  REFUSE  TO 
SUEMIT  MEDICAL  CHARTS  FOR  REVIEW  AS  REQUIRED  IN  THE  REGUIATION  GOVERNING 
THE  MEDICAL  ASSISTANCE  PROGRAM. 

SIGNIFICT^  NEW  YORK  ST7^  DETT^RIMEOT  OF  SOCIAL  SERVICES 
FRAUD  AND  ABUSE  CONTROL  AOOCMPLISHMEOTS 

LET  ME  DISCUSS  FOR  A  MCMENT  RECENT  ACTIONS  WE  HAVE  TAKEN  TO  ACO^ESS  IHE 
PRDBimS.     DURING  1989: 

-  WE  EXCLUDED  175  PROVIDERS  FROM  IHE  MEDICAID  PROGRAM  DUE  TO  FRAUDUIENI 
BILLINGS,  UNNECESSARY  ORDERING  OF  SERVICES  AND/OR  POOR  QUALITY  OF  CARE. 

-  139  PROVIDERS  WERE  REFERRED  TO  IHE  MEDICAID  FRAUD  CCXTTROL  UNIT  (IHE 
OFFICE  OF  SPECIAL  PROSECUTOR)  FOR  FURTHER  INVESTIGATION  AND  FRDSEOmON. 

-  33  E5«)VIDERS  WERE  REFERRED  TO  THE  NYS  DEPARIMENT  OF  HEAIUH,  OFFICE  OF 
PROFESSIONAL  MISCONDUCT,  FOR  LICENSURE  ACTION. 
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-  WE  REJECTED  THE  RE-ENROLLMENT  APPLICATIONS  OR  TERMINATED  80  PROVIDERS 
THROUOi  AN  INTENSIVE  RE-ENROLLMENT  REVIEW  PROCESS. THIS  PROCESS,  ORDERED 
BY  CCWMISSIONER  PERALES  IN  1988,  INCLUDES  ON-SITE  INSPECTION  OF  THE 
PROVIDER'S  SERVICE  IDCATIC»J,  PEER  REVIEW  OF  THE  PROVIDER'S  MEDICAL 
RECORDS,  AND  CC^ARATIVE  ANALYSIS  OF  THE  H?DVIDER'S  OVERALL  BILLING 
PATTERNS.  PROVIDERS  WHO  EVIDENCED  ABERRANT  PATTERNS  OF  SERVICE  DELIVERY 
WERE  DENIED  RE-ENROLLMNT . 

-  THROUOi  OUR  DIVISION  OF  MEDICAL  ASSISTANCE,  WE  RESTRICTED  ABOOT  2,500 
RECIPIENTS  WHO  WERE  ABUSING  THEIR  MEDICAID  PRIVILEGES.  MANY  OF  THF^E 
WERE  ADDICTS  ATTRACTED  TO  PHYSICIANS  WHO  WERE  ONLY  TOO  WIIUNG  TO  WRITE 
PRESCRIPTIONS  FOR  MOOD-ALTERING  IMJGS  AND  FOR  OTOER  ITEMS  WITH  A  STREET 
RESALE  VALUE. 

-  ABOUT  700  HIOi^RDERING  E«YSICIANS  IN  NEW  YORK  CITY  HAVE  BEEN  TARGETED 
FOR  INVESTIGATION. 

SElECrEX>  REVIEWS 
EXEMPLIFY  PROBLEMS  AND 
OOPINCS  MECHANISMS 

IN  THE  LAST  THREE  YEARS,  WE  HAVE  HJT  INTO  PLACE  TECHNIQUES  TO 
INTENSIVELY  REVIEW  LARGE  GROUPS  OF  SELECTED  PROVIDER  TYPES  WHICH  WE  HAVE 
POUND  TO  BE  THE  MOST  SUSCEPTIBLE  TO  POSSIBLE  ABUSIVE  PRACTICES.  I  BEUEVE  A 
DISCUSSION  OF  THREE  RECE^7^LY  STARTED  AND  ON-GOING  REVIEWS  WILL  BEST 
EXEMPLIFY  FOR  YOU  THE  TYPES  OF  ETOBLfMS  WE  ENCOUNTER  AND  THE  TECHNIQUES  WE 
USE. 

AGGRESSIVE  AND  TTMELY  ACTIONS  HALT  lABORMPRY  PTT.T.n«  ABrTRF-<; 

LATE  IN  1987,  EXPENDITURE  REPORTS  SHOWED  THAT  PAYMENTS  FOR  CLINICAL 
LABORATORY  SERVICES  HAD  INCREASED  Fl^DM  $75  MILLION  IN  1986  TO  ABOUT  $100 
MIIilON  IN  1987.      AS  A  RESULT,      THE    DEPAKBffiNT    BEGAN    TO    CLOSELY  TRACK 
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LABORATORY  .PAYMENTS  AND  WE  FOUND  THE  PAYMENTS  TO  BE  ABOUT  $60  MILLION  IN  THE 
FIRST  THREE  MONTHS  OF  1988  (THIS  WOULD  BE  THE  EQUIVALENT  OF  ABOUT  $240 
MILLION  ON  AN  ANNUAL  BASIS)  .  ALL  THIS  OCCURRED  WHILE  THE  NUMBER  OF  PERSONS 
OBTAINING  SERVICES  REMAINED  ABOOT  OC*JSTANT.  A  FLJRTHER  ANALYSIS  SHOWED  THAT 
ABOUT  85  PERCENT  OF  THE  BILLINGS  WERE  SUBMITTED  BY  41  LABS  (OR  ONLY  13 
PERCENT  OF  THE  310  LABORATORIES  DOING  MEDICAID  BUSINESS  IN  NEW  YORK  STATE)  . 

WITH  TARGETING  AND  PROGRAMMING  ASSISTANCE  FE?OM  THE  DEPARTMENT'S 
DIVISION  OF  MEDICAL  ASSISTANCE,  AND  THE  DIVISION  OF  OPERATIONS;  FIELD 
INVESTIGATIONS  STARTED  EARLY  IN  APRIL  1988  AND  ZEROED  IN  ON  THE  41 
LABORATORIES  (WHICH  INCIDENTALLY  WERE  ALL  BASED  IN  THE  NEW  YORK  CITY  AREA) 
FOR  A  REVIEW.  SIMULTANEOUSLY,  OUR  FIEID  AUDIT  STAFF  CONDUCTED  PARALLEL 
REVIEWS  OF  ABOUT  100  FHYSICIANS  WHO  ACCOUNTED  FOR  MAJOR  DOLLARS  OF  ORDERS 
FROM  THE  41  LABS.  DURING  THIS  PROCESS,  WE  BECAME  INCREASINGLY  CONCERNED 
ABOUT  THE  OONTINUTNG  INCREASES  IN  WEEKLY  BILLINGS  AND  WE  DECIDED  ON  MAY  16, 
1988  TO  PLACE  A  CAP  ON  THE  BILLINGS  BASED  ON  THE  AVERAGE  WEEKLY  BILLINGS  OF 
EACH  LAB  FOR  AN  8  WEEK  PERIOD  IN  MARCH  AND  APRIL  1988.  AMOUNTS  BILLED  OVER 
THE  WEEKLY  CAP  WERE  WITHHELD  PENDING  THE  OUTCOME  OF  COMPLETE  AUDITS  OF  THOSE 
LABS  WHICH  SEEMED  QUESTIONABLE. 

AS  OUR  AUDIT  AND  INVESTTGATTVE  TEAMS  BEGAN  CONTACTING  THE  ORDERING 
FHYSICIANS,  MANY  DENIED  HAVING  ORDERED  THE  TESTS.  WHENEVER  TVXD  ORDERING 
FHYSICIANS  FOR  ANY  ONE  LAB  DENIED  THE  ORDERS,  THE  RELATED  LABS  WERE 
CONFRONTED  AND  ASKED  FOR  AN  EXPLANATION.  WHEN  AN  ACCEPTABLE  EXPLANATION  WAS 
NOT  FORIHOCMING,  THE  AFFECTED  LABS  WERE  PLACED  Oti  A  100  PERCENT  WITHHOLD  OF 
PAYMENTS  UNTIL  A  FULL  AUDIT  WAS  CCMPLETED.  IN  ADDITTC^I,  SEVERAL  LABS  WERE 
PLACED  ON  100  PERCENT  PAYMENT  WITHHOLD  WHEN  WE  POUND  THAT  THEY  HAD  SUBMITTED 
BILLS  FOR  BLDOD  WORK  ALLEGEDLY  DONE  FOR  OUR  UNDERCOVER  SHOPPERS  WHO  HAD 
POSED  AS  MEDICAID  CLJENTS,  BUT  WHO,     BEING  UNDER  OUR  STRICT  INSTRUCTIONS  NOT 
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TD  SUEMTT  THEJ^ELVES  TO  INVASIVE  ETOCEDUPES,  HAD  NOT  GIVEN  THEIR  BIDOD. 
DURING  IHE  COURSE  OF  OUR  REVIEW,  WE  AISO  IDEtTIIFIED  POUR  OF  THE  lABORATORIES 
WHICH  DID  NOT  HAVE  THE  REQUISITE  CERHFICATIONS  TO  Blli  FOR  THE  TESTS  THEY 
AliEGEDLY  PERPOFMED,  AND  WE  STOPPED  PAYMENT  TO  A  NUMBER  OF  FHYSICIANS  WHOM 
\vE  COULD  NOT  LOCATE. 

AUDIT  STAFF  POUND  EVIDENCE  THAT  MANY  ORDERS  FOR  LAB  SER^TICES  WERE 
POR^  AND  DID  NOT  REERESENI  BONAFira:  (3?EERS  FROM  QUALIFIED  FHYSICIANS.  THE 
PATIENTS  FROM  WHOM  THE  BLOOD  WAS  AIIZDGEDLY  EX^AWN  HAD  NOT  \T:SITED  THE 
DOCTORS  NOR  ^^?ERE  THEY  AWARE  THAT  THEIR  NAMES  HAD  BEEN  USED  FOR  BIIIZNG 
FURPOSES  BY  THE  LABS.  IN  ONE  INSTANCE,  IN  WHICH  BLOOD  WORK  WAS  ALLEGEDLY 
PERFORMED  POR  17  INDIVIDUAL  PATIENTS,  TEST  RESULTS  INDICATED  THE  BLOOD  TO  BE 
THAT  OF  A  SINGIZ  INDIVIDUAL.  IN  ANOTHER  INSTANCE,  ANALYSIS  OF  THE  BLOOD 
TEST  RESULTS  OF  ONE  PERSC^T  AUEGEDLY  TESTED  ON  EIOfT  SEPARATE  OCCASIONS 
SHO^^JED  IT  TO  BE  THE  BLOOD  OF  EIGHT  DIFFERENT  PEOPLE. 

IT  BECAME  APPARENT  FROM  THE  INVESnGATTON  RESULTS  THAT  NAMES  OF 
MEDICAID  I«YSICIANS  AND  PATTENTS  WERE  USED  TO  FALSIFY  BILLENGS  OF  AT  LZAST 
20  OF  THE  41  lABORATORIES,  CASTING  A  SUSPICION  ON  A  MAJOR  PORTION  OF  THEIR 
BILLINGS  WHICH  AMOUNTED  TO  ABOOT  $110  MILLION  IN  1988 . 

AS  A  RESULT  OF  THE  FINDINGS  OF  THESE  REVIEWS,  FULL  AUDITS  WERE 
INITTATED.  TO  DATE,  AUDITS  OF  47  LABS  HAVE  BEEN  INITTATED,  INCLUDING  32 
WHICH  HAVE  BEEN  OR  ARE  IN  THE  PROCESS  OF  BEING  EXCLUDED  FROM  THE  MEDICAID 
PROGRAM.  ABOUT  $43  MILLLON  HAS  BEEN  REQUESTED  IN  RESTITUTION  FROM  THE  32 
LABORATORIES  SO  FAR,  IN  ADDITION  TO  THEIR  BEING  BARRED  FROM  THE  PROGRAM. 
ANOIHER  $7  MIIUON  IN  RESTITUTION  IS  BEING  SOUGHT  FROM  LABORATORIES  WHOSE 
ERROR  RATES  WERE  ^TGED  TO  BE  NOT  HlOi  EN0UC3i  TO  JUSTIFY  EXCLUSION,  BUT  WHO 
WTRE  POUND  ON  AUDIT  TO  HAVE  BEEN  OVERPAID  BECAUSE  OF  BOGUS  ORDERS.  ALT)ITS 
OF  LATER  BILLDTC  PERIODS  ARE  LIKELY  TO  IDENTIFY  ADDITIONAL  OVERPAYMENTS. 
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THE  MEDICAID  PROGRAM  WAS  BEING  BILLED  THROUGH  A  ^T^ETY  OF  SCHEMES  USED 
BY  LABS  ,  AND/OR  THEIR  PEHRESENTATIVES  TO  SET  LT  FRAUDULENT  OR  UWECESSARY 
BILLINGS.  IN  SOME  CASES,  THE  LABS  BDU(3^  BIDOD  FROM  DRUG  ADDICTS,  PURCHASED 
OR  OTHERWISE  OBTAINED  LEGITIMATE  MEDICAID  PROVIDER  AND  CLIENT  BILLING 
INFOraiAnCTJ  FROM  SOURCES  IN  THE  PROVIDER  COMMUNITY,  AND  SIMPLY  "CREATED" 
HIGH  COST  LAB  ORDERS  AND  BILLS.  IN  YET  OTHER  CASES,  IT  APPEARED  THAT 
LABORATORIES  WORKED  WITH  IZCENSED  DOCTORS  WHO  WERE  MORE  THAN  WILLING  TO 
"PAD"  THEIR  ORDERS  FOR  lAB  SERVICES  PRISUMABLY  IN  RETURN  FOR  FREE  HELP, 
OFFICE  SPACE  OR  COST  KICKBACKS.  SOME  OF  THE  LABS  EVEN  WENT  SO  FAR  AS  TO 
REDESIGN  THEIR  ORDER  FORMS  SO  THAT  EXPENSIVE  AND  UNUSL^  TESTS  WERE  BATCHED 
OR  GROUPED  WITH  ROUTINE  INEXPENSIVE  TESTS.  IN  THAT  WAY,  ONE  OR  TVJO  CHECK 
MARKS  IN  BOXES  ON  ORDER  FORMS  CREATED  HUNDREDS  OF  DOLLARS  WORTH  OF 
UNNECESSARY  LAB  SERVICES. 

INSTANCES  WERE  DISCLOSED  IN  WHICH  PATTE17TS'  NAMES  WERE  USED  TO  Blli  FOR 
LABORATORY  SERVICES  ALLEGEDLY  PERFORMED  BY  AS  MANY  AS  THREE  LABORATORIES  FOR 
BliDOD  WORK  IN  E:<CESS  OF  $500  PER  DAY.  PILUNGS  WERE  SU^H^ITTED  WEEKLY  BY 
DIFFEREbTT  LABS  FOR  THE  SAME  PEOPLE,  AND,  IN  SOME  INSTANCES,  ONLY  TVJO  DAYS 
APART.  INSTANCES  WERE  ALSO  DISCLOSED  OF  IDENTICAL  SERVICES  BITTED  BY  THE 
SAME  LABORATORY  FOR  THE  SAME  PERSOT  WITHIN  THREE  CONSECUTIVE  DAYS.  A  SINGLE 
PATIENT'S  NAME  HAD  BEEN  USED  TO  GENERATE  ABOUT  $50,000  OF  LABORATORY 
SERVICES  IN  A  12  MONTH  PERIOD.  AUDIT  STAFF  POUND  THAT  THE  NAMES  OF 
PHYSICIANS  NO  LDt^GER  RESIDING  IN  THE  STATE  WERE  USED  TO  SUPPORT  LABORATORY 
BILJJNGS.  LABORATORIES  QONTINUED  TO  BILL  MEDICAID  FOR  A  FULL  YEAR  AFTER  ONE 
OF  THE  ALLEGED  ORDERING  PHYSICIANS  HAD  RETURNED  TO  THE  FAR  EAST.  ABOUT  A 
HALF  MILLIC*^  DOLLARS  WERE  INVOLVED  IN  THE  RELATED  BILLJNGS. 

TECHNICAL  ANALYSIS  BY  TRAINED  STATE  AND  CITY  STAFF  SHOWED  THAT  MANY  OF 
THE  LABORATORIES'  TEST  RESULTS  COOTAINED  VALUES  NOT  OOMPATTBLE  WITH  HUMAN 
BLOOD    SUSTAINING    LIFE.      SINCE  ADEQUATE  LABORATORY  MEDICAL  SUPERVISIC»T  WAS 
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LACKING,  SCIENTIFIC  VALUES  ALLEGEDLY  BEING  REPORTED  TO  "ORDERING  DOCTORS" 
WERE  POUND  TO  BE  DEMONSTRABLY  MEDICALLY  USELESS.  WE  ATTRIBUTED  THIS 
CONDITION  TO  THE  FACT  THAT  THE  APPARENT  BOGUS  BLOOD  SPECIMENS  WERE  EITHER 
NOT  REFRIGERATED  PROPERLY  OR  WERE  ILLICITLY  OBTAINED  IN  THE  FIRST  INSTANCE. 
SALES  CONTRACTS,  AWARDED  BY  IHE  LABS  INVOLVED  COMMISSIONS  AS  HIGH  AS  45 
PERCENT.  THE  CCX1MMISSI0NS ,  REAL  OR  COtmOVED,  PERPETUATED  THE  DAILY  FLOW  OF 
JAUNDICED  BLDOD  WITH  EVIDENCE  POINTING  TO  A  NEIV?ORK  OF  VAMPIRE  LOCATIONS  SET 
UP  TO  DRAW  BLDOD  FROM  ADDICTS  OR  OTHER  DOWN  AND  OUT  PERSONS  IN  REIURN  FOR 
SMALL  SUMS  OF  MONEY.  THIS  WAS  DONE  TO  CREATE  A  PAPER  TRAIL  OF  DOCUMENTAITON 
TO  DEMONSTRATE  THAT  TESTS  WERE  ACTUALLY  PERFORMED  ON  REAL  SPECIMENS. 
THROUOi  THIS  PROCESS,  LABORATORIES  WERE  ABIE  TO  PRODUCE  INDIVIDUAL  MACHINE 
TAPES  OF  TEST  RESULTS  FOR  EACH  SPECIMEN  BITTJD  IN  AN  ATTEl^  TO  DEMONSTRATE 
THAT  TESTS  HAD  ACTUALLY  BEEN  PERPOPMED  AND  WERE  LEGITIMATE.  THE  ATTEMPT 
FAILED. 

IN  ONE  INSTANCE,  AN  INDIVIDUAL  SALES  REPRESENTATIVE  ALLEGEDLY  EARNED 
$100,000  IN  1987  AND  $50,000  IN  ONE  WEEK  OF  1988  FOR  SIGNING  UP  JUST  TWO 
CLIENT-DOCTORS.  IN  OTHER  INSTANCES,  SAIES  AGENTS  OF  DIFFERENT  LABORATORIES, 
GAINED  "COMMISSIONS"  AS  A  RESULT  OF  "BOGUS  ORDERS"  PLACED  BY  THE  SAME 
"DOCTORS".  COMMISSIONS,  IN  SOME  INSTANCES,  WOULD  CONTINUE  AS  LONG  AS  THE 
ACCOUNTS  REMAINED  ACTIVE.  MARKETING  COMPANIES  SIGNED  ON  FOR  COMMISSIONS 
WHICH  RAN  INTO  MILLIONS  OF  TAINTED  MEDICAID  DOLLARS. 

MEDICAID  WAS  BILLED  ON  130  SEPARATE  OCCASIONS  BY  LABORATORIES  FOR 
SERVICES  NEVER  RENDERED  TO  THE  DEPARTMENT'S  OWN  UNDERCOVER  AGENTS  POSING  AS 
MEDICAID  CLIEMrS.  THE  IDEirnCAL  PATTERN  OF  FAILED  DECEPTION  PREVIOUSLY 
DESCRIBED  WAS  AT  WORK  IN  THESE  INSTANCES. 

I  WANT  TO  POINT  OUT  THAT,  IN  THE  COURSE  OF  THIS  REVIEW  AS  IN  ALL  OUR 
MAJOR  REVIEWS,    A    GREAT    DEAL    OF    OOORDINATTON    OF    ACi'lVlTY    TOOK  PLACE, 
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PARnCUIARLY    WITH    THE    MEDICAID    FRAUD    CONTROL  UNIT  OF  THE  STATE  ATTORNEY 
GENERAL'S  OFFICE,     THE  STATE  AND  CITY  DEPARTMENTS  OF    HEALTH,       THE  FEDERAL 
HEALTH  AND  HUMAN  SERVICES  INSFECTOR  GENERAL'S  OFFICE,  AND  THE  FBI. 
RADIOLOGY  AUDITS 

THE  SECOND  REVIEW  I  WANT  TO  DISCUSS  SIMILARLY  DEMONSTRATES  ORDERING  OF 
AND  BILLING  FOR  EXCESSIVE  AND  UNNECESSARY  SERVICES.  THE  PROCEDURES  ARE 
COMMONLY  REFERRED  TO  AS  SONOGRAMS,  AND  ULTRASOUND  TECHNIQUES  ARE  USED. 

IN  LAYPERSON'S  TERMS,  ULTRASOUND  IS  AN  IMAGING  TECHNIQUE  USED  TO  DETECT 
DIFFERENCES  IN  TISSUES,  AND  THUS  DISPLAY  DISEASE  PROCESSES.  A  DISPLAY  MAY 
BE  SHOWN  ON  A  TERMINAL  OR  THE  PICTURES  MAY  BE  PRINTED.  THE  PICTURES  ARE 
REFERRED  TO  AS  SONOGRAMS.  ULTRASONOGRAIHY  HAS  SPECIAL  CAPABILLTTES  THAT  ARE 
SUPERIOR  TO  X-PAYS.  ULTRASOUND  ALSO  ELLMLNATES  THE  DANGERS  ASSOCIATED  WITH 
RADIATION  AND  CCaTTRAST  DYES  USED  IN  X-RAY  PROCEDURES  AND  EXAMLNATTONS . 
UNLIKE  SOME  X-RAY  PROCEDURES,  IT  REQUIRES  NO  PRIOR  H?EPARATION. 

A  OOMEUTER  AUDIT  OF  RADIODDGISTS '  SONOGRAPHY  BILLENGS  INDICATED  A  TEN- 
FOLD INCREASE  BETWEEN  JUNE  1985  AND  OCTOBER  1987.  THIS  LED  US  TO  BEUEVE 
THAT  WE  HAD  SERIOUS  PROBLEMS  RELATED  TO  INAPPROPRIATE  BILLLNGS  FOR 
ULTRASOUND  PROCEDURES.  REFINmENTS  IN  OUR  OOIEUTER  RUN  INDICATED  THAT  MOST 
QUESTIONABLE  SONOGRAM  BIIUNGS  OCCURRED  IN  1986  AND  1987.  WE  PREPARED  A 
COMPUTER  REPORT  OF  BILLLNGS  FROM  JANUARY  1,  1986  THRDUOi  DECEMBER  31,  1987 
FOR  MULTIPLE  SONOGRAMS  TO  THE  SAME  PERSONS  ON  THE  SAME  DAY. 

OUR  OCMIUrER  REPORT  IDENTIFIED  AND  RANKED  THE  OVERPAYMENTS  OF  MANY 
RADIIiDGISTS  AND  THE  GROUPS  IN  WHICH  THEY  PARTICIPATED.  ABOUT  1,500 
RADIODDGISTS  WERE  OVERPAID  ABOUT  $14  mULLGH  OVER  THE  TWO  YEAR  PERIOD.  IN 
DECEMBER  1987,  PAYMET^  WERE  WITHHEID  FRCM  38  PHYSICIANS  WHO  HAD  $50,000  OR 
MORE  IN  OVERPAYME^f^S.  WE  ALSO  PLACED  PAYMENT  "HOLDS"  ON  51  GROUPS  IN  WHICH 
THE  38  PHYSICIANS  PARTICIPATED. 
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LETTERS  WERE  MAII£D  TO  ALL  THE  RADIODDGISTS  AFFECTED  REQUESTING  $14.3 
MILLION  IN  REPAYMENTS  FOR  THE  OVERPAYMENTS.  TO  DATE,  WE  HAVE  RECOVERED 
ABOUT  $6  MILLION,  AND  $820,000  HAS  BEEN  WAS  O^ICEDED  IN  ADJUSTMENTS.  THE 
BALANCE  EITHER  IS  BEING  CCWTESTED  IN  AEMINISTRATIVE  HEARINGS,  IS  ON  HOID,  OR 
WILL  BE  SUBJECT  TO  CIVIL  RECOVERY. 

OUR  FIELD  AUDITS  OF  RADIOIDGISTS  HAVE  UNCOVERED  WHAT  APPEARS  TO  BE  A 
NUMBER  OF  DIFFERENT  SCAMS.  lEGITIMATE  RADIODDGISTS  ANSWERING  ADS  IN  THE  NEW 
YORK  TIMES  WERE  HIRED  BY  ENTREPRENEURS  ID  "READ"  SONOGRAMS.  THE  ULTRASOUND 
EQUIiMENT  WAS  OWNED  BY  ENIKEPRENEURS  WHO  HIRED  TECHNICIANS  TO  TAKE  THE 
SONOGRAMS.  IN  SOME  CASES,  THE  TECHNICIANS  THEMSELVES  WERE  THE 
ENTREPRENEURS.  TECHNICIANS  WITH  MOBILE  ULTRASOUND  EQUIPMENT  WERE  PLACED  IN 
OR  TRAVELED  TO  VARIOUS  MEDICAL  OFFICES  IN  WHICH  PRACTICING  PHYSICIANS  (NOT 
RADIOLOGISTS)  REFERRED  PAITIIfrS  FOR  SONOGRAMS.  USUALLY  THE  PHYSICIANS  HAD 
ORDERED  SONOGRAMS  OF  FIVE  DIFFEREMI  ORGANS  (GENERALLY  OF  THE  ABDOMEN)  .  THIS 
ORDERING  PATTERN  WAS  IN  ITSEIF  UNUSUAL  SINCE  MOST  PATIENTS  ORDINARILY  WOULD 
NOT  REQUIRE  SONOGRAMS  OF  ALL  FIVE  ORGANS,  AND  THE  TECHNICIANS  WOUID, 
INSTEAD,  TAKE  AN  ABDOMINAL  SURVEY  WHICH  INCLUDED  THE  ORDERED  ORGANS. 

THESE  ABDOMINAL  SURVEY  SONOGRAMS  WERE  THEN  DELIVERED  TO  A  RADIOLOGIST 
WHO  WOULD  LNTERPRETE  THE  SONOGRAMS  AS  THOUGH  THEY  WERE  FOR  FIVE  SEPARATE 
ORGANS.  THE  MEDICAID  PROGRAM  WAS  BILLED  FOR  ALL  FIVE  ORGANS  AT  $300  . 
ACCORDING  TO  THE  RUL£S,  C»ILY  $204  SHOULD  HAVE  BEEN  BLLLED  HAD  THE  FIVE 
PROCEDURES  BEEN  DONE,  BUT  SINCE  ONLY  ONE  SONOGRAM  HAD  BEEN  TAKEN  THE  PROGRAM 
SHOUID  ONLY  HAVE  BEEN  BILLED  $60.  THE  RADIODDGISTS  THEMSELVES  RECEIVED 
ANYWHERE  FPOti  $20  TO  AS  LLTTLE  AS  $5  PER  READING,  AND  THE  ENTREPRENEUR 
RECEIVED  THE  BALANCE. 

BILLING  PROCEDURES  FOR  SONOGRAMS  WERE  CHANGED  ON  FEBRUARY  1,  1988,  TO 
PREVENT  THE  BILLING  ABUSES  WE  HAD    DETECTED.        UNDER    THE    NEW  PROCEDURES, 


103 


-18  - 

PROVIDERS  MAY  BILL  ONLY  TWO  PROCEDURES  PER  DAY,  PER  PATIENT.  EVEN  WITH  THE 
CHANGE,  WE  HAVE  EVIDENCE  THAT  BILLINGS  FOR  MEDICALLY  UNNECESSARY  SONOGRAMS 
CONTINUE.  WE"  ARE  CIDSELY  MONITORING  THIS  AREA  THROUGH  A  WEEKLY  REPORT  OF 
RADIODDGY  BILLtNGS  WHICH,  WHEN  INDICATING  A  SURGE  IN  BILLINGS,  IMMEDIATELY 
TARGETS  THE  SUBJECT  RADIOIiDGIST  FOR  AUDIT. 

PERHAPS  THE  MOST  SERIOUS  FINDING  OF  THESE  AUDITS  WAS  THAT  IN  MANY  CASES 
WHERE  WE  WERE  ABLE  TO  REVIEW  THE  SCMXIBM^,  THE  TECHNICAL  QUALITY  PROVED  TO 
BE  SO  POOR  AS  TO  BE  NON-DIAO^OSTTC,  AND  THUS  POSED  SERIOUS  THREATS  TO 
CUENTS  IN  WHICH  DISEASE  MAY  HAVE  BEEN  E5?ESENT. 

OUR  FIEID  AUDITS  OF  THE  38  RADIODDGISTS  WILL  SOON  BE  CONCLUDED.  TO 
DATE  25  OF  THEM  HAVE  BEEN  EXCLUDED  FROM  THE  MEDICAID  PROGRAM,  AND  THE 
REIATED  AUDITS  SEEK  RESTTIUnON  OF  $10  MILLION.  THE  EXCIIJSIONS  REPRESENT 
COST  AVOIDANCES  OF  $11  MILLJON  ANNUALLY. 

INFORMATION  FROM  THESE  AUDITS  AND  ADDITIONAL  TARGETING  EFFORTS  LED  US 
TO  PLACE  PAYMENT  HOIIB  IN  LATE  FEBRUARY  ON  55  RADIOLOGISTS  AND  78  GROUPS  TO 
WHICH  THEY  BELONGED.  WE  ANTICIPATE  THE  MAJORITY  OF  THESE  WILL  BE  EXCLUDED 
SOON. 

IT'S  OBVIOUS  FROM  THE  EXPENDITURE  REPORTS  THAT  OUR  WORK  HAS  HAD  A  MAJOR 
IMPACr  IN  A  DECREASE  IN  SONOGRAM  BILLINGS.  WITHOUT  CONSIDERING  THE 
RECOVERIES  WE  HAVE  MADE  SO  FAR  FOR  1986  AND  1987,  AND  THE  RECOVERIES  WE  ARE 
LIKELY  TO  MAKE  AS  A  RESULT  OF  OUR  AUDITS,  SONOGRAM  BILLLNGS  WENT  FROM  $20 
MILLION  IN  1985,  TO  $32  MILLION  IN  1986,  TO  $49  MILLION  IN  1987;  AND 
RETURNED  TO  ABOUT  $30  MILLION  IN  1988.  WE  EXPECT  THAT  AS  A  RESULT  OF  OUR 
WORK,  BILLINGS  WILL  RETURN  TO  THE  1985  LEVEL  OF  $20  MILLION  AND  WE  WILL  HAVE 
RECOVERED  TENS  OF  MILLIC*!  OF  DOLLARS  OVERPAID  IN  1986  AND  1987. 
HIGH  ORDERING  PROVIDERS 

OUR  REVIEW  OF  LABORATORY  AND  SCMXJRAM  BILLINGS  IDENTIFIED  A  SUBSTANTIAL 
NUMBER  OF  ORDERS  NOT  ACTUALLY  GENERATED  BY  IHYSICIANS.      THESE    TWO  REVIEWS 
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CXXJPLED  WITH  PREVIOUS  REVIEWS  WE  HAD  DONE  OF  PHARMACIES  AND  DURABLE  MEDICAL 
EQUIITIENT  SUPPLIERS    CONVINCED    US    IHAT    EWYSICIANS    WHO    HAD    ORDERED  THE 
SUPPKCES  AND  SERVICES  WERE  AT  THE  HUB  OF  MANY  OF  THE  PROBLEMS. 

FOR  YEARS,  OUR  AUDITS  OF  MEDICAID  PHYSICIANS  HAD  BEEN  LIMITED  TO  A 
REVIEW  OF  WHAT  THE  DOCTORS  BILLED  THE  MEDICAID  PROGRAM  FOR  THEIR  OWtJ 
SERVICES.  OUR  AUDITS  OF  FHAPMACIES,  lABORATORIES ,  AND  RADIOIDGISTS  WERE 
INCREASINGLY  BEING  CHALLENGED  TO  BY  THOSE  PROVIDERS'  DEFENSE  THAT  THEY  COULD 
NOT  BE  HEID  ACCOUNTABLE  FOR  EXCESSIVE  AND  UNNECESSARY  SERVICES  BECAUSE  THEY 
SAID  "THE  DOCTOR  ORDERED  IT,  WE  SIMPLY  FILLED  THE  ORDER." 

FROM  1985  THROUOi  1988,  LABORATORY  ORDERS  HAD  TRIPLED,  PHAF3^CY  ORDERS 
HAD  DOUBLED  AND  RADIODDGY  ORDERS  HAD  INCREASED  TEN-POID. 

IN  JUNE  OF  1988,  NEW  REGULATIONS  MADE  PHYSICIANS  FINANCIALLY 
RESPONSIBLE  FOR  EVERYTHING  THEY  ORDERED,  AND  OUR  OOMRJTER  SYSTEM  BEGAN  TO 
KEEP  CliDSER  TRACK  OF  IHE  ORDERING  PROVIDER  ON  EACH  CIAIM  FOR  AN  ORDERED 
SERVICE. 

IN  EARLY  1989,  WE  BEGAN  TO  IDENTIFY  IHE  HIGH  ORDERING  DOCTORS  AND  THE 
SUPPUES  OR  SERVICES  THEY  ORDERED.  OUR  INITTAL  EFFORTS  SHOWED  712  DOCTORS 
ORDERING  GOODS  AND  SERVICES  AT  A  RATE  OF  OVER  $100,000  PER  YEAR  (INCLUDING 
ABOUT  20  WHO  HAD  EACH  ORDERED  AT  lEAST  $1  MILLION  ANNUALLY)  .  IN  MARCH  OF 
1989,  WE  BEGAN  A  MAJOR  THRUST  TO  INVESTIGATE  AND  AUDIT  "HIGH  ORDERING 
DOCTORS." 

ONCE  BEGUN,  THIS  PRCJECT  BEGAN  TO  PINPOINT  THE  EXISTENCE  OF  MANY  NEW 
AND  MAJOR  ABUSES.  DOCTORS,  IN  APPAREtfT  COLLUSION  WITH  EHARMACIES,  WERE 
ISSUING  LAUNDRY  LISTS  OF  FRESCRIPTION  ITEMS,  MAINLY  TO  DRUG  ADDICTS.  OTHER 
CLIENTS  WERE  RECEIVING  EXTENSIVE  NON-FKESCRIPTIQN  OVER-^IHE-COUNTER  ITEMS  FOR 
APPARENT  RESALE  ON  THE  STREET.  LAB  ORDERS  WERE  BEING  MADE  FOR  HUNDREDS  OF 
DOLLARS  WORTH  OF  UNNECESSARY  TESTS,  AND  OUR  SHOPPERS  WERE  BEING  DENIED 
TREATMENT     UNLESS      FIRST    GIVING    BLDOD    SAMPLES.        ENTREPRENEURS,  WERE 
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ENCOURAGING  -  DOCTORS  TO  ORDER,  AND  MANY  WERE  CM1PLYING.  WE  FOUND  THAT 
CLIENTS  APPARENTLY  HAD  NEVER  RECEIVED  CARE,  MEDICAL  RECORDS  WERE  MISSING, 
AND  MEDICAL  CHARTS  FAILED  TOTALLY  TO  RECORD  IHE  ORDERS.  HUNDREDS  OF  CASES 
WERE  FOUND  IN  WHICH  ORDERED  SERVICE  WERE  NOT  MEDICALLY  NECESSARY. 

SINCE  THE  INCEPITC»I  OF  THE  HXOi  ORDERING  DOCTOR  PROJECT  IN  MARCH  OF 
1989  MORE  THAN  400  OF  THE  HIGHEST  ORDERERS  HAVE  BEEN  VISITED  BY  UNDERCOVER 
AGENTS,  INVESTIGATED,  OR  AUDITED.  ABOUT  100  OF  THE  PROVIDERS  HAVE  BEEN  OR 
WILL  SOON  BE  EXCLUDED  FROM  THE  I«OGRAM. 

THE  SAVINGS  THE  DEPARIMENT  WILL  HAVE  FRMl  THIS  PROJECT  ARE  GOING  TO  BE 
EXTENSIVE.  IN  FACT,  OH  THE  FIRST  38  REVIEWS  OXIPLETED,  RESTTIUTTON  OF  OVER 
$11  MILLION  IS  BEING  SOUGHT  AND  WE  EXPECT  COST  AVOIDANCES  OF  AIMOST  $30 
MILLTON  ANNUALLY. 

THESE  AUDITS  ARE  CONTINUING  AND  WE  EXPECT,  IN  1990,  TO  AUDIT  AND 
INVESTIGATE  ANOTHER  400  OR  500  HIGH  ORDERERS. 

CARD  tiW-LHS  AND  POST/CLEAR  INmATIVE 

I  WOUm  LIKE  TO  BRING  TO  YOUR  ATTENTION  TWO  PROMISING  PROCESSES  WE  WILL 
SOON  IMPLEMENT  TO  UMTT  WHAT  APPEAR  TO  BE  THE  ^DST  ABUSIVE  PROVIDERS.  THE 
PROCESSES  ARE  REFERRED  TO  AS  CARD  SWIPE  AND  POST  AND  CLEAR  AND  SEEK  TO 
PREVENT  INAPPROPRIATE  CLAIMING  FOR  MEDICAL  CARE,  SERVICES  OR  SUPPLIES. 
CERTAIN  PROVIDERS,  IDENTIFIED  BASED  ON  UTILIZATION  CRITERIA,  WILL  BE 
REQUIRED  TO  VERIFY  ELECTRONICALLY,  THE  ELIGIBILITY  FOR  ALL  OF  THEIR  MEDICAID 
CUENTS  BY  PASSING  THE  CLIENT'S  CARD  THROUGH  THE  TERMINAL  (CARD  SWIPE)  . 

A  SECOND  ASPECT  OF  THIS  TNTTIATIVE,  KNOWN  AS  POST  AND  CLEAR.  PLACES  A 
REQUIREMENT  ON  SELECTED  PROVIDERS  WITH  RESPECT  TO  SUPPLIES  OR  SERVICES  THEY 
ORDER.  THESE  PROVIDERS  WILL  BE  REQUIRED  TO  ENTER  OR  POST  ON  THE  SYSTEM  THE 
NUMBER  OF  SERVICES  ORDERED.  THE  RENDERING  PROVIDER  WILL  HAVE  TO  CLEAR  THE 
ORDER    BEFORE    RECEIVING    AUTHORIZATICXJ    FOR    PAYMENT  FOR  THE  ORDERED  ITEMS. 
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IKES  EIECTRDNIG  POSTING  WILL  PROVIDE  A  UNKAGE  BETWEEN  THE  ORDERER  AND  THE 
RENDERING  PROVIDER,  AND  WILL  ELIMINATE  Tm  POSSIBLE  ALTERATION  OF  THE 
FRESCRIPnC»I  OR  FISCAL  ORDER. 

THIS  INITIATIVE  ARISES  FRCM  THE  OONFIUENCE  OF  THREE  DISTINCT  FACTORS: 
o    THE  NEED  TO  MONITOR  THOSE  WHO  BILL  FOR  HIGH  VOLUME  OF  SERVICES, 
o    THE  NEED  TO  LINK  ORDERING  PROVIDERS  WITH  RECIPIENTS  AND  VENDORS,  AND 
o    THE  TECHNODX^Y  WHICH  PERMITS  REAL  TIME  ENFORCEMENT  OF  THE  LLNKAGE. 
THE  USE  OF  THE  SYSTEM  LEADS  TO  A  METHODICAL    CONTROLLED    DISCIPLJl^  OF 
THE  RELATED  FUNCTIONS.       ELECTRONIC  TECHNOLDGY  CUTS  THE  AUDITOR/ INVESTIGATOR 
FROM  THE  TETHER  OF  POTENTIAL  THIRD  PARTY  HANDLING  (AND    POSSIBLE  ALTERATION 
OF    THE    ORDER)     OF    PAPER    ORDERS,      AND    PROVIDES    AN    UNEQUIVOCAL  LINK  OF 
RESPONSIBILITY.      CARD  SWIPE  ESTABLISHES  THAT  THE  CLIENT  HAS    BEEN  PRESENT. 
POST  AND  CLEAR  ESTABLISHES  THE  PARAMETERS  OF  THE  ORDERS. 

RECIPIENT  RESTRICTION  PROGRAM 
WE    AI50    OPERATE    A  RECIPIENT  RESTRICTION  PROGRAM  AIMED  AT  THE  ABUSIVE 
CLIENT  AS  OPPOSED  TO  THE  ABUSIVE  PROVIDER. 

THROUGH  THIS  PROGRAM,  AUTHORIZED  UNDER  FEDERAL  REGULATIONS,  RECIPIENTS 
IDENTIFIED  AS  MTSUTILIZTNG  ^EDICAID  SERVICES  (MAINLY  DRUGS)  CAN  BE  UMITED 
TO  ONE  PRIMARY  CARE  CLINIC  OR  FHYSICIAN  AND  ONE  FHARMACY  OF  THEIR  CHOICE  FOR 
MEDICAL  SERVICES.  ON  A  QUARTERLY  BASIS,  MEDICAL  REVIEW  STAFF  ANALYZE  THE 
FEDERALLY  MANDATED  RECIPIENT  REPORTS  AND  OTHER  AVMLABLE  UTILIZATION  DATA  TO 
IDENTIFY  RECIPIENTS,  WHO  BECAUSE  OF  THEIR  ABERRANT  BEHAVIOR  SHOULD  BE 
SUBJECT  TO  SERVICE  RESTRICTIONS.  AFTER  A  COMPREHENSIVE  MEDICAL  REVIEW  AND 
SIQTOFF  BY  A  MEDICAL  CONSULTANT,  THESE  CASES  ARE  REFERRED  TO  THE  liDCAL 
SOCIAL  SERVICES  DISTRICTS,  WHO  IN  TURN  IMPOSE  IHE  SERVICE  RESTRICTIONS. 

ENTREPRENEUR  PROBLEM  SOLOTICai 
WE    ARE    NOT    SATISFIED    THAT  WHAT  WE  HAVE  DC»JE  SO  FAR  TO  DEAL  WITH  THE 
PROBIEMS  CREATED  BY  THE  ENTREPRENEURS  ARE  ENOUGH.        ACCORDINGLY,      WE  HAVE 
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BEGUN    TO  .PIAN  A  PRCOECT  TO  GAIN  MORE  KNOWIEDGE  ABOOT  IHEIR  OPERATIONS;  AND 
WE  HAVE  INTRODUCED  lEGISIATICW,     AND  ARE  REVISING  OUR  REGUIATIONS  TO  HELP  US 
COPE  BETTER  WITH  SC*IE  OF  THE  ERDBIfMS. 
RESEARCH  PROJECT 

WE  ARE  PREPARING  A  FROJKT  TO  TARCST  THE  REIATED  PROBLEMS  OF 
ENTREPRENEURS  AND  SO-CALLED  MEDICMj  CLINIC  SITES.  AS  I  HAVE  PREVIOUSLY 
TESTIFIED,  ENTREPRENEURS  HIRE  PHYSICIANS  OF  QUESTIONABLE  CaiPETENCE  AND 
ETHICS  AND  PRCMDTE  THE  GENERATICW  OF  VOIDMES  OF  UNNECESSARY  ORDERS  FOR 
DURABLE  MEDICAL  EQUIPMENT  ITEMS,  FHAFMACEUITCAIS ,  AND  lAB  TESTS.  IN  NEW 
YORK,  THESE  INDIVIDUAIS  ARE  OONSIEERED  "PHANTOM"  MEDICAID  PROVIDERS  AS  THEY 
ARE  NOT  ENROLLED  IN  IHE  PROGRAM  AND  ARE  OUTSIDE  IHE  REACH  OF  TOE 
DEPARTMENT'S  ACMINISTRATIVE  AUIHORITY.  THE  SITES  OF  IHESE  NCTORIOUS 
"MEDICAID  MILES"  ARE  LIKEWISE  BEYOND  OUR  DIRECT  CAPABILITY  TO  CLOSE. 

THE  PROJECT  WOUID  ALLDW  US  TO  LDOK  INTO  SITE  OWNERSHIP,  GET  BEHIND  THE 
CORPORATE  VEIL,  EXAMINE  NEW  STATOIES  WHICH  OOUID  BE  INTRODUCED,  AND  DEVELOP 
A  DATA  EXCHANGE  BETWEEN  KEY  FEDERAL  AND  STATE  AGENCIES  SUCH  AS  INS,  IRS,  NYS 
DOH,  AND  VARIOUS  PROFESSIONAL  LICENSING  AGENCIES.  WE  ARE  HOPING  TO  INVOLVE 
THE  FEDERAL  GOVERNMENT  IN  THIS  EFFORT. 
NEW  IJVWS  AND  REGUIATIOMS 

THE  DEPARTMENT  HAS  INTODDUCED  lEGISIATIVE  PROPOSALS  TO  HELP  US  TO  PROTECT 
THE  FISCAL  INTBGRITY  OF  THE  MEDICAL  ASSISTANCE  PROGRAM  BY: 

-  AUTHORIZING  IHE  OCMMISSIONER  TO  REQUIRE  THAT  CERTAIN  PROVIDERS  (I.E., 
SUPPLIERS  OF  SUCH  ITEMS  AS  DURABLE  MEDICAL  EQUIPMENT,  CLINICAL  LABORATORY 
SERVICES,  AND  PHAEMACY  SERVICES)  SUEMTT  FINANCIAL  SECURITY  THROUGH  A 
BOND,  ESCROW  ARRANGEMENT,  OR  lETTER  OF  CREDIT  TO  PROTECT  IHE  STATE 
AGAINST  OVERPAYMENTS  IF  THE  FRDViraR'S  YEARLY  BILLINGS  EXCEED  $500,000; 
AND 
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-  AUTHORIZING  THE  DEPARIMENT  TO  REQUIRE  THE  PAYMENT  OF  A  MONEIARY  PENALIY 
OF  $2,000  PER  OCCURRENCE  IN  LIEU  OF  RESTITUTION  LEVIED  AGAINST  ANY  THIRD 
PARTY  THAT  INTERVENES  OR  CAUSES  A  MEDICAID  PROVIDER  TO  SUEMIT  FALSE 
BILLENGS  OR  ORDER  UNNECESSARY  SERVICES. 

THE  NEW  REGULATIONS  WOUIiD: 

-  MAKE  n  AN  UNACCEPTABLE  PRACTICE  UNDER  PART  515  OF  OUR  REGULATIONS  TO 
WORK  FOR  THE  NON-MEDICAL  PROFESSIONAL  ENTREPRENEUR,  AND 

-  REQUIRE  ENROLLMENT  IN  THE  MEDICAID  PROGRAM  OF  OWNERS,  OFFICE  MANAGERS, 
SAUMEN,  AND  OTHERS  WITH  DIRECT  INVOLVEJ^ENT . 

AOCEBS  TO  CRRE 

I  FEEL  THAT  I  WOULD  BE  REMISS  IF  I  OOMPIETED  THIS  TESTTMC^  WITHOUT 
REMINDING  YOU  OF  THE  PRIMARY  GOAL  OF  NEW  YORK  STATE'S  MEDICAID  HROGRAM  -  TO 
ENSURE  ESSENTIAL  MEDICAL  SERVICES  FOR  THOSE  UNABIE  TO  PJRCHASE  THE  CARE  FOR 
THEMSELVES.  AS  YOU  WILL  LEARN  FROM  THE  STATE  DEPARIMENT  OF  HEALTH 
REPRESENTATIVE,  THE  STATE,  UNDER  THE  LEADERSHIP  OF  GOVERNOR  OJOMO,  HAS  BEEN 
WORKING  HARD  TOWARDS  THAT  GOAL,  PARTICULARLY  WITH  RESPECT  TO  ACCESS  TO 
QUAKCTY  CARE  FOR  THOSE  MOST  VUUffiRABI£,  OUR  CHIU^REN. 

IN  RECENT  YEARS,    WE  HAVE  DEVEIDPED  NUMEROUS  INITIATIVES  TO  BOTH  INCREASE 
COVERAGE,  AND  TO  INCREASE  ACCESS  TO  SERVICES. 
INITIAl'lVES  TO  INCREASE  COVERAGE 

FRMILY  aOCESS  IN  1989  MEDICAID  ELTGIBILITY  IZVEIS  WERE  INCREASED  TO  100 
PERCENT  OF  THE  FEDERAL  POVERTY  LEVEL,  MAKING  ABOUT  250,000  INDIVICUAIS 
POTENriALLY  ELIGIBI£  FOR  MEDICAID. 

PRENMM,  CaRE  IN  1990,  MEDICAID  ELTGIBILITY  I£VETS  FOR  PREGNANT  WOMEN  AND 
INFANTS  WERE  INCREASED  TO  185  PERCENT  OF  THE  FEDERAL  POVEFOT  lEVEL,  MAKING 
ABOUT  130,000  PREGNANT  WCMEN  AND  INFANTS  POTENTIALLY  ELIGIBIZ.  ELTGIBILITY 
WAS  SIMPIZFIED  BY  ELIMINATING  THE  RESOURCE  TEST  AND  ALLOWING  FOR  PRESUMPTIVE 
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ELIGIBILITY"  BY  PPDVIDERS,  AND  THE  PRENATAL  CARE  ASSISTANCE  PROGRAM  WAS 
EXPANDED  TO  ALDDW  COVERAGE  OF  ALL  MEDICAID  ELIGIBLE  WCMEN. 

CmiDREN^S  ELIGIBILITY  FOR  YOUNG  CHIIO?EN  UP  TO  AGE  SIX,  WE  ARE  CURRENTLY 
PROPOSING  THE  EXPANSION  OF  MEDICAID  ELIGIBILITY  LEVEIS  UP  TO  133  PERCENT  OF 
THE  FEDERAL  POVERTY  lEVEL,  MAKING  ABOUT  136,000  CHIIDREN  POTENTIALLY 
EUGIBLE. 

XNITIATTVES  TO  INCRI3^SE  aOCESS 

MANAGED  CARE  THE  1984  MEDICAID  REFORM  ACT  AUTOORIZED  THE  CREATION  OF  NEW 
MANAGED  CARE  PROGRAMS  DESIGNED  FOR  MEDICAID  RECIPIENTS  AND  ENCOURAGED  LOCAL 
DISTRICTS  TO  CONTRACT  WITH  HMO'S.  IN  IHE  LAST  TWO  YEARS  THE  DEPARTMENT  HAS 
INCREASED  ITS  MANAGED  CARE  OONTRACIS  FROM  FOUR  TO  18,  AND  ENROLLMENT  OF 
MEDICAID  ELIGIBLES  FROM  32,000  TO  48,000.  IN  ADDITION,  THE  1988  FAMILY 
ACCESS  LEGISLATION  ALTIHORIZES  NEW  MANAGED  CARE  DEMONSTRATION  PROGRAMS, 
INCLUDING  THE  ABILITY  TO  MANDATE  ENROLLMENT  OF  MEDICAID  CUENTS.  TEN  NEW 
PROGRAMS  ARE  CURRENTLY  UNDER  DEVEIDEWENT. 

INCREASES  IN  RATES  AND  FEES  FEES  PAID  TO  OBSTETRICIANS  FOR  PRENATAL  CARE 
AND  DELIVERY  WERE  INCREASED  BY  100  PERCENT  IN  1988  IN  ORDER  TO  INCREASE 
PARTICIPATION  IN  MEDICAID  BY  THIS  GROUP.  SUBSTANTIAL  INCREASES  IN  FEES  ARE 
BEING  PROPOSED  TO  SEIECTED,  QUALIFIED,  BOARD  CERTIFIED  FHYSICIANS  WHO 
PROVIDE  SERVICES  TO  CHIIJ»EN,  AS  WELL  AS  RATES  PAID  TO  CLINICS  FOR  PRIMARY 
CARE. 

CASE  MANAGEMEWT  RECENT  FEDERAL  ALnHORTTY  ALLJDWS  THE  STATE  TO  TARGET  GROUPS 
OF  HIGH  NEED  MEDICAID  CLIEMIS  TO  FRDVIDE  CASE  MANAGEMENT  SERVICES  AS  A  WAY 
OF  ENHANCING  ACCESS  TO  NEEDED  SERVICES.  PROGRAMS  ARE  CURRENTLY  OPERATING 
WHICH  TARGET  FREGNANI  AND  PARENTING  TEENS,  VERY  MENTALLY  ILL,  AND 
DEVEIOFMENTALLY  DISABI£D  CLUNIS.  CURRENT  PLANS  CALL  FOR  PROGRAMS  FOR 
PEOPLE  WITH  AIDS,  AND  CHEMICAIIY  DEPENDENT  PREGNANT  VKDMEN. 
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CLOSING 

IT  SEHMS  TO  US,  IN  THE  SOCIAL  SERVICES  DEPARTMENT,  THAT  THERE  ARE  NO 
LIMITS  TO  THE  IMAGINATIONS  OF  THOSE  WHO  SEEK  TO  PROFIT  FRCM  THE  VERY  PROGRAM 
DEVISED  TO  TAKE  CARE  OF  THOSE  IN  OUR  SOCIETY  LEAST  ABLE  TO  PAY  FOR  THEIR  OWN 
MEDICAL  NEEDS.  WE  HOPE  THAT  OUR  BEST  EFFORTS,  SOME  OF  WHICH  I  DISCUSSED 
HERE  TODAY,  ARE  EQUAL  TO  THE  TASK  -  AND  THAT  THESE  ACTIVITIES  DO  NOT  UNDULY 
DIVERT  US  FROM  OUR  MAJOR  OBJECTIVES. 

THANK  YOU  FOR  THE  OPPORTUNITY  TO  APPEAR  BEFORE  YOU  TODAY.  ON  BEHALF  OF 
COMMISSIONER  PERALES,  WE  IDOK  FORWARD  TO  WORKING  CLOSELY  WITH  YOU  IN  THE 
COMING  YEAR  AS  YOU  EXAMINE  THESE  ISSUES. 


Ill 


Mr.  Weiss.  Thank  you  Mr.  Weinstock.  Mr.  Mangano. 

STATEMENT  OF  MICHAEL  MANGANO,  DEPUTY  INSPECTOR  GEN- 
ERAL FOR  EVALUATION  AND  INSPECTIONS,  OFFICE  OF  IN- 
SPECTOR GENERAL,  U.S.  DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES,  ACCOMPANIED  BY  PAUL  CONROY,  ASSIST- 
ANT INSPECTOR  GENERAL  FOR  INVESTIGATIONS,  POLICY  AND 
OVERSIGHT 

Mr.  Mangano.  Thank  you  very  much,  Mr.  Chairman.  My  name 
is  Michael  Mangano  and  I  am  the  Deputy  Inspector  General  for 
the  Office  of  Evaluation  and  Inspections.  With  me  today  is  Paul 
Conroy  who  is  the  Assistant  Inspector  Greneral  for  the  Office  of  In- 
vestigations. We  are  pleased  to  present  to  you  this  morning  the  re- 
sults of  three  studies  that  we  have  done  that  relate  to  the  issue  of 
this  hearing,  as  well  as  tell  you  about  what  we  have  been  doing  in 
the  area  of  investigations  with  the  Medicaid  Program. 

The  first  study  I  want  to  mention  dealt  with  State  medical  li- 
censing boards,  completed  several  years  ago. 

As  we  have  heard  here  this  morning,  the  State  medical  licensing 
boards  are  the  primary  agent  to  oversee  the  quality  of  care  that 
physicians  are  providing  for  patients  in  their  office,  as  well  as 
being  the  front  line  of  attack  against  poor  quality  care,  sanctioning 
physicians  who  are  impaired  by  drugs  and  alcohol,  and  prescribing 
drugs  to  addicts. 

We  found  that  investigations  and  disciplinary  authorities  have 
increased  for  these  State  boards,  but  budget,  personnel,  and  pro- 
ductivity have  not  kept  pace  with  the  expanding  work  loads. 

While  the  number  of  disciplinary  actions  had  increased,  the 
number  of  serious  actions  had  only  increased  slightly  and,  in  fact, 
at  the  time  we  did  our  study  in  1986,  we  found  that  three-fourths 
of  the  disciplinary  actions  related  to  the  inappropriate  or  overpre- 
scribing  of  drugs,  or  drug  abuse  on  the  part  of  the  physicians  them- 
selves. 

We  recommended  at  that  time  that  the  medical  licensing  fees  of 
physicians  be  increased  in  order  to  support  greater  enforcement  ac- 
tivities by  the  State  medical  licensing  boards. 

We  have  been  doing  a  foUowup  study  which  we  expect  to  release 
in  June  that  dealt  exactly  with  the  same  issue  of  medical  disci- 
pline, and  we  have  a  couple  of  findings  that  we  can  present  to  you 
this  morning. 

First,  the  number  of  complaints  and  referrals  going  to  the  State 
medical  licensing  boards  has  been  increasing  modestly.  In  New 
York  State,  there  has  been  quite  a  large  increase.  From  1983,  1,699 
complaints  and  referrals  were  referred  to  the  State  board  in  New 
York;  they  have  increased  to  an  estimated  5,000  this  year.  We 
think  that  the  problem  is  that  the  number  of  serious  actions  that 
are  taken  has  not  increased  proportionately.  Rather,  the  majority 
of  actions  usually  are  stipulated  agreements  which  are  of  a  more 
minor  degree. 

In  New  York,  we  found  a  couple  of  things  that  I  think  are  worth 
noting.  In  looking  at  all  of  the  States  in  the  country,  we  found  that 
New  York's  process  for  disciplinary  action  is  the  most  fragmented 
and  takes  an  awful  long  time — an  average  of  28  months.  This 


builds  backlogs  and  pressures  to  settle  disputes  s|t  a  much  lower 
level  than  the  actions  might  ordinarily  warrant,  j 

In  the  area  of  physician  drug  dispensing,  we  have  been  finding  a 
growing  incidence  of  physicians  who  are  prescribing  drugs  out  of 
their  office.  At  the  current  time,  we  estimate  that  about  5  percent 
of  the  physicians  are  distributing  for  profit.  They  are  driven  to  that 
because  of  economic  incentives  and  the  aggressive  marketing  prac- 
tices by  drug  repackaging  companies. 

Nearly  all  States  in  the  country  do  have  regulations  for  physi- 
cians dispensing  drugs  out  of  their  offices,  but  I  want  to  point  out 
that  the  regulations  that  affect  physicians  are  far  less  than  the  reg- 
ulations that  would  affect  pharmacists  in  those  States.  Pharmacists 
must  graduate  from  pharmacy  schools  with  degrees  in  pharmacy, 
must  meet  continuing  education  responsibilities,  and  pass  exams  in 
pharmacy.  Physicians  have  a  much  lower  degree  of  regulation. 

We  noted  that  New  York  State  has  passed  a  new  law  in  regulat- 
ing physicians  which  goes  into  effect  in  June  of  this  year  that  will 
deal  with  the  medications  being  dispensed  and  the  circumstances 
under  which  the  physicians  can  dispense  them. 

We  would  encourage  New  York  to  cantinue  to  look  at  some  of 
the  other  States  and  adopt  more  stringent  practices  and  regula- 
tions that  they  use,  including  a  listing  of  costs  and  other  sources  of 
drugs. 

The  third  study  we  wanted  to  mention  that  bears  relationship  to 
this  hearing  dealt  with  financial  arrangements  between  physicians 
and  health  care  providers  with  which  they  refer  their  patients  to 
and  they  receive  reimbursement  through  Medicare. 

These  are  typically  independent  clinical  laboratories,  physiologi- 
cal laboratories,  hospitals,  ambulatory  surgical  centers  and  the 
like. 

While  that  study  dealt  with  Medicare,  we  think  that  some  of  the 
findings  are  germane  to  the  Medicaid  Program  as  well.  In  that 
study,  we  found  that  12  percent  of  the  physicians  who  bill  Medi- 
care do  have  ownership  arrangements  with  ancillary  providers. 
Eight  percent  have  compensation  arrangements.  Overall,  15  per- 
cent of  all  physicians  billing  Medicare  have  either  a  compensation 
or  an  ownership  relationship. 

The  most  important  finding  we  had  in  that  study  was  that  those 
patients  who  visited  a  doctor  who  has  an  ownership  arrangement 
received  45  percent  more  clinical  laboratory  services  than  those  pa- 
tients who  go  to  physicians  who  don't  have  an  ownership  arrange- 
ment. Those  services  can  be  delivered  in  clinical  labs,  hospitals, 
and  other  settings.  We  found  34  percent  more  services  delivered 
just  in  independent  clinical  labs,  costing  the  Medicare  Program  $28 
million  in  1987. 

With  regard  to  fraud  control,  with  so  many  dollars  going  into 
Medicaid  at  the  current  time,  it  leaves  the  program  susceptible  to 
fraud  and  abuse  and  that  is  something  that  we  have  been  very, 
very  concerned  with.  I  might  add  that  the  front  line  for  responsibil- 
ity of  investigating  fraud  rests  with  the  Medicaid  Fraud  Control 
Unit  in  the  State  of  New  York.  I  can  tell  you  today,  that  in  1989, 
the  Medicaid  Fraud  Control  Unit  in  New  York  had  122  indictments 
and  109  convictions,  translated  into  $5  million  in  overpayments 
and  fines.  The  Office  of  Inspector  General  is  responsible  for  impos- 
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ing  sanctions  and  monitoring  penalties  against  those  health  care 
providers. 

In  the  same  year,  1989,  we  imposed  sanctions  by  excluding  from 
the  Medicaid  and  Medicare  Programs,  283  providers  for  Medicaid 
related  offenses;  43  of  those  were  in  the  State  of  New  York. 

I  want  to  conclude  by  just  sa5dng  that  we  are  committed  to 
having  a  very  aggressive  program  of  fines,  sanctions,  and  penalties 
applied  to  physicians  and  other  health  care  providers  who  are  pro- 
viding fraudulent  or  unsafe  care  for  their  patients. 

That  concludes  my  testimony  and  we  would  be  happy  to  answer 
any  questions. 

[The  prepared  statement  of  Mr.  Mangano  follows:] 
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GOOD  MORNING,    I  AM  MICHAEL  MANGANO,   THE  DEPUTY  INSPECTOR 
GENERAL  FOR  EVALUATION  AND  INSPECTIONS  FOR  THE  DEPARTMENT  OF 
HEALTH  AND  HUMAN  SERVICES.     WITH  ME  TODAY  IS  PAUL  CONROY, 
ASSISTANT  INSPECTOR  GENERAL  FOR  INVESTIGATIONS,    POLICY  AND 
OVERSIGHT.      I  APPRECIATE  THIS  OPPORTUNITY  TO  TESTIFY  BEFORE  THE 
SUBCOMMITTEE  ON  THE  ISSUE  OF  MEDICAID  AND  THE  QUALITY  OF  CARE. 

TODAY,    I  WILL  TESTIFY  ON  OUR  RECENT  STUDY  WORK  RELATING  TO  THE 
ACTIVITIES  OF  STATE  MEDICAL  BOARDS,   PHYSICIAN  DISPENSING  OF 
DRUGS,   AND  PHYSICIAN  FINANCIAL  ARRANGEMENTS  WITH  OTHER  HEALTH 
PROVIDERS.     ALL  THREE  STUDIES  ARE  RELATED  TO  THE  ISSUES  OF  THIS 
HEARING.      BOTH  PAUL  AND  I  ARE  AVAILABLE  TO  ANSWER  ANY  QUESTIONS 
CONCERNING  THESE  STUDIES  AND  INVESTIGATIONS  ON  THE  QUALITY  OF 
SERVICES  PROVIDED  TO  MEDICAID  RECIPIENTS. 

STATE  MEDICAL  BOARDS 

FIRST,   I  WOULD  LIKE  TO  SUMMARIZE  OUR  JUNE  1986  REPORT  ENTITLED 
"MEDICAL  LICENSURE  AND  DISCIPLINE:     AN  OVERVIEW."     IN  THIS 
REPORT,   WE  EXAMINED  HOW  STATE  MEDICAL  BOARDS  WERE  RESPONDING  TO 
THEIR  EXPANDED  RESPONSIBILITIES  AND  WORKLOADS. 

THE  ROLE  OF  STATE  MEDICAL  BOARDS  IN  PROTECTING  THE  PUBLIC 
SAFETY  HAS  NEVER  BEEN  MORE  IMPORTANT.      IN  THE  CASE  OF  HOSPITAL 
AND  AMBULATORY  SURGICAL  SERVICES  FEDERALLY  FUNDED  PEER  REVIEW 
ORGANIZATIONS    (PROs)    CONDUCT  QUALITY  REVIEWS  OF  PATIENT  CARE 
AND  THEREFORE  SHARE  RESPONSIBILITY  WITH  THE  MEDICAL  BOARDS  FOR 
PROTECTING  THE  PUBLIC  FROM  INCOMPETENT  OR  SUBSTANDARD  MEDICAL 
CARE.     STATE  MEDICAL  BOARDS,   HOWEVER,   CONTINUE  TO  BE  THE  ONLY 
QUALITY  OVERSIGHT  AUTHORITY  WITH  RESPECT  TO  SERVICES  FURNISHED 
TO  PATIENTS  BY  PHYSICIANS  IN  THEIR  OFFICES.      IN  ADDITION,  STATE 
MEDICAL  BOARDS  ARE  RESPONSIBLE  FOR  ANY  DISCIPLINARY  ACTIONS 
RELATED  TO  PHYSICIANS  WHO  ARE  IMPAIRED  BY  THEIR  OWN  USE  OF 
DRUGS  AND  ALCOHOL.     FINALLY,   THESE  BOARDS  ARE  RESPONSIBLE  FOR 
SANCTIONS  AGAINST  PHYSICIANS  WHO  WRITE  UNLAWFUL  PRESCRIPTIONS 
TO  ADDICTS. 

AS  YOU  CAN  SEE,   THE  ROLE  OF  STATE  MEDICAL  BOARDS  IS  VITAL  IN 
IDENTIFYING  AND  LEVYING  SANCTIONS  AGAINST  INCOMPETENT  OR 
IMPAIRED  PHYSICIANS  AND  AGAINST  PHYSICIANS  WHO  RENDER  POOR 
QUALITY  SERVICES.     HOWEVER,   WE  FOUND  THAT  WHILE  THE 
INVESTIGATIVE  AND  DISCIPLINARY  AUTHORITY  OF  THE  BOARDS  HAD 
INCREASED;  THE  BUDGET,   PERSONNEL  AND  PRODUCTIVITY  LEVELS  HAD 
NOT  KEPT  PACE  WITH  THE  EXPANDING  WORKLOADS. 

THE  NUMBER  OF  DISCIPLINARY  ACTIONS  TAKEN  BY  THE  BOARDS  HAD 
INCREASED  FROM  953  IN  1982  TO  1,381  IN  1984;  AN  INCREASE  OF  45 
PERCENT.      HOWEVER,   THE  NUMBER  OF  MORE  SERIOUS  ACTIONS  LIKE 
REVOCATIONS,    PROBATIONS  AND  SUSPENSIONS  SHOWED  ONLY  A  SLIGHT 
INCREASE  FROM  600  TO  678.     THE  INAPPROPRIATE  WRITING  OF 
PRESCRIPTIONS  AND  THE  SELF-ABUSE  OF  DRUGS  AND/OR  ALCOHOL  WAS  BY 
FAR  THE  MOST  COMMON  VIOLATION  UPON  WHICH  DISCIPLINARY  ACTIONS 
WERE  BASED.     AS  A  RESULT  OF  OUR  WORK,  WE  RECOMMENDED  THAT: 
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o         RENEWAL  FEES  TO  PRACTICING  PHYSICIANS  SHOULD  BE 

INCREASED  WITH  THE  ADDITIONAL  FUNDS  GOING  DIRECTLY  TO 
SUPPORT  EXPANSION  AND  IMPROVEMENT  OF  ENFORCEMENT 
ACTIVITIES  OF  STATE  MEDICARE  BOARDS, 
AND 

o         PRO  REGULATIONS  AND  MEDICARE  CARRIER  INSTRUCTIONS 
SHOULD  BE  CHANGED  TO  REQUIRE  MORE  EXTENSIVE  AND 
TIMELY  REPORTING  OF  CASE  INFORMATION  TO  MEDICAL 
BOARDS . 

WE  ARE  CONDUCTING  A  FOLLOW-UP  STUDY  ON  THE  EFFECTIVENESS  OF 
STATE  MEDICAL  BOARDS  WHICH  WE  PLAN  TO  COMPLETE  BY  JUNE  1990. 
ONE  OF  OUR  FINDINGS  WILL  SHOW  THAT  WHILE  THERE  IS  NO  NATIONAL 
DATA  BASE  KEPT  ON  THE  NUMBER  OF  COMPLAINTS  OR  REFERRALS 
RECEIVED  BY  STATE  MEDICAL  BOARDS,   WE  BELIEVE  THAT  THIS  RATE  IS 
INCREASING.     THIS  FINDING  IS  BASED  ON  ANNUAL  REPORTS  ISSUED  BY 
BOARDS,    INTERVIEWS  WITH  BOARD  OFFICIALS,   AND  OUR  CASE  STUDIES. 
IN  NEW  YORK,   FOR  EXAMPLE,   THE  NUMBER  OF  REFERRALS  AND 
COMPLAINTS   INCREASED  FROM  1,699   IN  1983   TO  4,076   IN  1988  TO  AN 
ESTIMATED  5,000  IN  1990. 

THE  ANNUAL  NUMBER  OF  ACTIONS  THAT  MEDICAL  BOARDS  HAVE  BEEN 
REPORTING  HAS  BEEN  INCREASING  MODESTLY.     WE  FOUND  THAT 
APPROXIMATELY  A  THIRD  OF  THE  INCREASES  ARE  IN  THE  MOST  SERIOUS 
TYPES  OF  ACTIONS  INCLUDING  REVOCATIONS,    PROHIBITIONS  AND 
SUSPENSIONS.      OTHER  LESS  SERIOUS  ACTIONS   INCLUDE:  REPRIMANDS, 
CENSURES,   LETTERS  OF  CONCERN  AND  OTHER  STIPULATED  AGREEMENTS. 
THE  MAJORITY  OF  DISCIPLINARY  ACTIONS  THAT  STATE  BOARDS  HAVE 
BEEN  TAKING  ARE  BASED  ON  STIPULATED  AGREEMENTS. 

AS  PART  OF  OUR  STUDY,   WE  LOOKED  AT  WHAT  WAS  HAPPENING  IN  NEW 
YORK  STATE.     OUR  WORK  INDICATES  THAT  THE  MEDICAL  COMPLAINT 
INVESTIGATION  AND  DISCIPLINARY  ACTION  PROCESS  IS  HAMPERED  BY 
THE  FOLLOWING  PROBLEMS: 

O         NEW  YORK  HAS  THE  MOST  FRAGMENTED  REVIEW  PROCESS  IN  THE 
COUNTRY.     THE  FLOW  CHART   (FIGURE  1)   APPENDED  TO  THIS 
TESTIMONY  DESCRIBES  THE  MULTI-TIERED  PROCESS  OUTLINING  THE 
DUTIES  OF  THE  DEPARTMENT  OF  HEALTH  AND  THE  BOARD  OF 
REGENTS  IN  THE  DEPARTMENT  OF  EDUCATION. 

O         THE  REVIEW  PROCESS  TOOK  AN  AVERAGE  OF  28  MONTHS  FROM  THE 
TIME  AN  INVESTIGATION  WAS  INITIATED  UNTIL  A  FINAL 
DISCIPLINARY  ACTION  WAS  TAKEN.      THIS  RESULTS   IN  BACKLOGS 
AND  PRESSURE  TO  RESOLVE  EVEN  SERIOUS  CASES  WITH  LESS 
SEVERE  ACTIONS  LIKE  REPRIMANDS  OR  CONFIDENTIAL  AGREEMENTS. 


PHYSICIAN  DRUG  DISPENSING 

NOW,    I  WOULD  LIKE  TO  TURN  TO  THE  ISSUE  OF  PHYSICIAN  DRUG 
DISPENSING.      IN  OUR  REPORT  ENTITLED  "PHYSICIAN  DRUG  DISPENSING: 
AN  OVERVIEW  OF  STATE  REGULATION,"  WE  FOUND  THAT  THERE  IS  A 
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GROWING  TREND  IN  THE  INCIDENCE  OF  PHYSICIAN  DISPENSING  OF 
DRUGS.      WE  CURRENTLY  ESTIMATE  THAT  5  PERCENT  OF  PHYSICIANS  ARE 
DISPENSING  PRESCRIPTIONS  FOR  PROFIT  AND  WE  i\NTICIPATE  THIS 
TREND  TO  CONTINUE.      ECONOMIC  INCENTIVES  FOR  PHYSICIANS  COUPLED 
WITH  THE  AGGRESSIVE  MAP.KETING  EFFORTS  OF  DRUG  REPACKAGING 
COMPANIES  HAS  BEEN  A  SIGNIFICANT  CAUSE  OF  THIS  INCREASE. 

WE  ALSO  FOUND  THAT  NEARLY  ALL  STATES  EXERCISE  SOME  REGULATION 
OF  PHYSICIANS  WHO  DISPENSE  DRUGS.      HOWEVER,    STATES  REGULATE 
PHARMACISTS  FAR  MORE  THAN  PHYSICIANS.      ALL  STATES  REQUIRE  THAT 
PHARMACISTS  BE  GRADUATES  OF  AN  ACCREDITED  COLLEGE     HAVE  A 
PRACTICAL  OR  INTERN  EXPERIENCE  AND  PASS  EXAMS  GIVEN  BY  PHARI4ACY 
BOARDS  AS  WELL  AS  MEET  CONTINUING  EDUCATION  REQUIREMENTS. 
NEW  YORK  HAS  RECENTLY  ENACTED  LEGISLATION  THAT  ADDRESSES 
PHYSICIAN  DISPENSING  OF  PRESCRIPTION  MEDICATION.      WHILE  THIS 
LEGISLA.TION  WILL  NOT  BE  IMPLEMENTED  UNTIL  JUNE   1,    1950,    IT  DOES 
REQUIRE  THAT: 

o         MEDICATION  BE  DISPENSED  IN  A  CONTAINER,  LABELED 
WITH  THE  NAME  AND  ADDRESS  OF  THE  DISPENSER  AND 
PATIENT,   AND  INCLUDE  DIRECTIONS  FOR  USE  AND  STRENGTH. 

O         NO  PHYSICIAN  PRESCRIBER  CAN  DISPENSE  MORE  THAN  A  72 

HOUR  SUPPLY  EXCEPT  FOR  PRESCRIPTIONS  DISPENSED  IN  THE 
HOSPITAL,   AT  NO  CI-IARGE,    FROM  A  POST  SECONDARY 
INSTITUTION  OR  DISPENSED  IN  EMERGENCY  SITUATIONS. 

WE  SUGGEST  THAT  NEW  YORK  CONTINUE  TO  EXAMINE  ITS  EXISTING 
AUTHORITIES   IN  LIGHT  OF  THE  INCREASING  INCIDENCE  OF  PHYSICIAN 
DISPENSING  OF  DRUGS.      NEW  YORK  NEEDS  TO  EXAMINE  REGUIATIONS 
IMPOSED  BY  OTHER  STATES  TO  SEE  WHICH  MIGHT  HELP  IMPROVE  ITS 
OVERSIGHT  AND  ENFORCEMENT  AUTHORITIES.      THOSE  REGULATIONS  THAT 
IT  SHOULD  PARTICULARLY  CONSIDER,    INCLUDE  REQUIRING  THE 
PHYSICIAN  TO  LIST  THE  COST  OF  THE  DRUGS  AND  OTHER  SOURCES 
(PHARMACIES)    FOR  THE  PRESCRIPTION  MEDICINE. 

FINANCIAL  ARRANGEMENTS 

WE  UNDERSTAND  THAT  YOU  ARE  ALSO  INTERESTED  IN  OUR  MAY  1989 
REPORT  TO  CONGRESS  ENTITLED  "FINANCIAL  ARRANGEMENTS  BETWEEN 
PHYSICIANS  AND  HEALTH  CARE  BUSINESSES."     THIS  REPORT  FOCUSED  ON 
PHYSICIAN  OWNERSHIP  AND  COMPENSATION  FROM  HEALTH  CARE  ENTITIES 
TO  WHICH  THEY  MAKE  REFERRALS  AND  FOR  WHICH  PAYMENTS  MAY  BE  MADE 
UNDER  THE  MEDICARE  PROGRAM.      PLEASE  NOTE  THAT  THESE  FINDINGS 
ARE  BASED  ON  THE  MEDICARE  PROGRAM,    BUT  MAY  BE  GERi-LANE  TO 
MEDICAID  AS  WELL. 

WE  FOUND  THAT  12   PERCENT  OF  PHYSICIANS  BILLING  MEDICARE  HAVE 
OWNERSHIP  OR  INVESTMENT  INTERESTS  IN  HEALTH  CARE  BUSINESSES  TO 
WHICH  THEY  ALSO  REFER  PATIENTS.      IN  ADDITION,    8  PERCENT  OF 
PHYSICIANS  BILLING  MEDICARE  HAVE  COMPENSATION  AREANGEMENTS — 
SUCH  AS  SPACE  AND  EQUIPMENT  RENTAL  AGREEMENTS,  CONSULTANT 
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ARRANGEMENTS,   AND  EMPLOYEE  RELATIONSHIPS — WITH  ENTITIES  TO 
WHICH  THEY  ALSO  REFER  PATIENTS. 

MANY  PHYSICIANS  HAVE  MORE  THAN  ONE  J^^RANGEMENT .      IN  ALL,  ^5 
PERCENT  OF  PHYSICIANS  BILLING  MEDICARE  HAVE  SOME  SORT  OF 
FINANCIAL  ARRANGEMENT  OR  INTEREST  IN  AN  ENTITY  TO  WHICH  THEY 
REFER  PATIENTS.     THESE  INTERESTS  ARE  HELD  IN  A  WIDE  ARRAY  CF 
BUSINESSES,    INCLUDING  INDEPENDENT  CLINICAL  LABS   (ICLs) , 
INDEPENDENT  PHYSIOLOGICAL  LABS   (IPLs) ,   DURABLE  MEDICAL 
EQUIPMENT   (DME)    SUPPLIERS,   HOSPITALS,   NURSING  HOMES,  AMBULATORY 
SURGICAL  CENTERS,   AND  HOME  HEALTH  AGENCIES. 

WE  FOUND  THAT  PATIENTS  WHO  SAW  REFERRING  PHYSICIANS  WHO  OWN  OR 
INVEST  IN  ICLs  RECEIVED  45  PERCENT  MORE  CLINICAL  LABORATORY 
SERVICES  THAN  MEDICARE  BENEFICIARIES  IN  GENERAL,   REGARDLESS  OF 
WHERE  THE  LAB  SERVICES  WERE  PERFORMED.     LAB  SERVICES  CAN  BE 
PERFORMED  IN  CLINICAL  LABS,   HOSPITAL  OUTPATIENT  SETTINGS  OR 
PHYSICIAN  OFFICE  LABORATORIES.     MEDICARE  BENEFICIARIES  WHO  SAW 
PHYSICIAN  OWNERS  RECEIVED  34  PERCENT  MORE  SERVICES  DIRECTLY 
FROM  INDEPENDENT  CLINICAL  LABORATORIES  THAN  BENEFICIARIES  IN 
GENERAL,   WHICH  RESULTED  IN  ADDITIONAL  COSTS  OF  $28  MILLION  TO 
THE  MEDICARE  PROGRAM  IN  1987. 

WE  ALSO  FOUND  THAT  PATIENTS  OF  PHYSICIAN  OWNERS  OR  INVESTORS  IN 
IPLs  RECEIVED  13   PERCENT  MORE  PHYSIOLOGICAL  TESTING  THAN  ALL 
MEDICARE  PATIENTS  IN  GENERAL.      INTERESTINGLY,   THE  PATTERN  DID 
NOT  HOLD  FOR  DMEs.      PATIENTS  OF  PHYSICIAN  OWNERS  OR  INVESTORS 
IN  DME  SUPPLIERS  USE  NO  MORE  DME  SERVICES  THAN  ALL  MEDICARE 
PATIENTS  IN  GENERAL. 

WE  ALSO  EXAMINED  HOW  THE  UTILIZATION  OF  SERVICES  DIFFERED  BY 
STATE.     WE  FOUND  THAT  IN  NEW  YORK,   THERE  WAS  NO  DIFFERENCE  IN 
THE  VOLUME  OF  SERVICES  RECEIVED  BETWEEN  THE  PATIENTS  OF 
PHYSICIAN  OWNERS  OF  CLINICAL  LABORATORIES  AND  ALL  PATIENTS  IN 
GENERAL.     WE  DID  FIND  INCREASES,   HOWEVER,    IN  THE  VOLUME  OF 
PHYSIOLOGICAL  TESTING  AND  DME  SERVICES  RECEIVED  BETWEEN  THE 
PATIENTS  OF  PHYSICIAN  OWNERS  AND  ALL  PATIENTS  IN  GENERAL. 

ROLE  OF  FRAUD  CONTROL 

NATIONALLY,   THE  MEDICAID  PROGRAM  PAID  MORE  THAN  $51  BILLION 
(FEDERAL  AND  STATE  SHARE)    IN  1989  WITH  $10. BILLION  EXPENDED  IN 
NEW  YORK.     UNFORTUNATELY,   A  PROGRAM  OF  THIS  SIZE  PRESENTS 
OPPORTUNITIES  FOR  CERTAIN  UNSCRUPULOUS  PHYSICIANS  AND  PROVIDERS 
OF  HEALTH  SERVICES  TO  COMMIT  FRAUD  OR  ABUSE.     THE  PRIMARY 
RESPONSIBILITY  FOR  THE  INVESTIGATION  OF  MEDICAID  FRAUD  IN  NEW 
YORK  RESTS  WITH  THE  NEW  YORK  MEDICAID  FRAUD  CONTROL  UNIT.  WE 
ARE  PLEASED  THAT  THEIR  INVESTIGATIONS  INTO  THE  ACTIVITIES  OF 
MEDICAID  MILLS,   OTHER  FRAUD  SCHEMES  AND  ABUSE  CASES  RESULTED  IN 
109  CONVICTIONS  IN  1989  WITH  122  INDICTMENTS.      IN  DOLLARS,  THIS 
COMPUTES  TO  OVERPAYMENTS  AND  FINES  IN  EXCESS  OF  $5  MILLION. 
THE  OFFICE  OF  INSPECTOR  GENERAL  ALSO  CONDUCTS  INVESTIGATIONS  OF 
MEDICAID  FRAUD  AND  WE  HAVE  THE  RESPONSIBILITY  FOR  IMPOSING 
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SANCTIONS  AND  MONETARY  PENALTIES  AGAINST  THESE  PROVIDERS.  IN 
1989,   NATIONALLY,   WE  IMPOSED  SANCTIONS  AGAINST  283  PROVIDERS 
FOR  MEDICAID  RELATED  OFFENSES.      FORTY-THREE  OF  THESE  SANCTIONS 
WERE  AGAINST  NEW  YORK  PHYSICIANS  AND  OTHER  HEALTH  CARE 
PROVIDERS . 

SOME  OF  OUR  CASE  EXAMPLES  ILLUSTRATE  THE  KINDS  OF  FRAUD  AND 
ABUSE  CASES  THAT  THREATEN  THE  FINANCIAL  INTEGRITY  OF  THE 
MEDICAID  PROGRAM. 

O         A  NEW  YORK  SUPPLIER  OF  DURABLE  MEDICAL  EQUIPMENT  WAS 

SENTENCED  TO  5  YEARS  IN  PRISON  FOR  RECEIVING  KICKBACKS.  A 
PHARMACIST  ACTING  AS  A  COOPERATING  WITNESS  REPORTED  THAT 
THIS  SUPPLIER  PROMISED  TO  PROVIDE  $5,000  WORTH  OF 
PRESCRIPTIONS  FOR  SURGICAL  SUPPLIES  A  WEEK  IN  RETURN  FOR  A 
$1,500  WEEKLY  KICKBACK  TO  THE  SUPPLIER  WITH  ANOTHER  $1,500 
PER  WEEK  TO  "PAY  OFF"  THE  PHYSICIAN. 

O         THE  OWNERS  AND  OPERATORS  OF  A  CLINIC  IN  NEW  YORK  WERE 

GIVEN  PROBATIONARY  AND  COMMUNITY  SERVICES  SENTENCES  FOR 
OBTAINING  KICKBACKS  FOR  AMBULETTE  REFERRALS  THAT  THEY  MADE 
AND  ALSO  FOR  KICKBACKS  MADE  TO  PHYSICIANS  WHO  ORDERED  CAT 
SCANS  PERFORMED  IN  THEIR  CLINIC. 

O         AN  OPHTHALMOLOGIST  WORKING  AS  A  GENERAL  PRACTITIONER  IN  A 
POOR  NEIGHBORHOOD  IN  NEW  YORK,   HAS  BEEN  SENTENCED  TO  JAIL 
FOR  FILING  FALSE  CLAIMS  AGAINST  THE  MEDICAID  PROGRAM. 
ALTHOUGH,   WE  SUSPENDED  THIS  PHYSICIAN  FROM  THE  MEDICARE 
AND  MEDICAID  PROGRAMS,   HE  CONTINUED  TO  BILL  UNDER  ANOTHER 
PHYSICIAN'S  NAME. 

IN  ADDITION,   THESE  ARE  EXAMPLES  OF  CASES  PURSUED  BY  THE 
MEDICAID  FRAUD  CONTROL  UNIT  IN  NEW  YORK: 

O         A  NEW  YORK  BUSINESSMAN  AND  HIS  TWO  SONS  ARE  CURRENTLY 
SERVING  LONG  PRISON  SENTENCES  FOR  ILLEGALLY  OBTAINING 
$13.3  MILLION  FROM  THE  MEDICAID  PROGRAM  OVER  A  SEVEN  YEAR 
PERIOD,    IN  THE  LARGEST  MEDICAID  FRAUD  EVER  PROSECUTED. 
THE  THREE  MEN  OPERATED  A  MEDICAL  CLINIC  WHICH  FALSELY 
BILLED  MEDICAID  FOR  HUNDREDS  OF  THOUSANDS  OF  "PHANTOM" 
PATIENT  VISITS.     AT  FIRST  THEY  OFFERED  THEIR  EMPLOYEES  A 
PERCENTAGE  OF  THE  MEDICAID  REIMBURSEMENT  TO  PREPARE  THE 
FALSE  CLAIMS  AND  PATIENT  FILES.     LATER  IN  THE  SCHEME,  THEY 
PROGRAMMED  THE  CLINIC'S  COMPUTER  TO  GENERATE  THE  FALSE 
CLAIMS  AND  BACKUP  MEDICAL  CHARTS.      AT  THE  HEIGHT  OF  THE 
SCHEME  THEY  WERE  SUBMITTING  AS  MANY  AS  12,000  FICTITIOUS 
PATIENT  VISIT  CLAIMS  A  MONTH. 

O         A  NEW  YORK  DOCTOR  HAD  FOUR  UNLICENSED  EMPLOYEES  POSE  AS 
DOCTORS  WHILE  TREATING  MEDICAID  PATIENTS  AT  HIS  CLINIC. 
MANY  OF  THE  SERVICES  WERE  PROVIDED  WHILE  THE  DOCTOR  WAS 
OUT  OF  THE  COUNTRY  ON  VACATION.     NOT  SATISFIED  WITH 
BILLING  FOR  THESE  UNLAWFUL  AND  NONREIMBURSABLE  ROUTINE 
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OFFICE  VISITS,   THE  DOCTOR  BILLED  THE  MEDICAID  PROGRAM  FOR 
HIGHER  PRICED  REFERRAL  CONSULTATIONS.     THE  DOCTOR 
ILLEGALLY  RECEIVED  OVER  $700,000  FROM  MEDICAID  OVER  A  4- 
YEAR  PERIOD. 

WE  ARE  CONTINUING  TO  PURSUE  AN  AGGRESSIVE  PROGRAM  OF  FINES, 
SANCTIONS,   AND  PENALTIES  AGAINST  PROVIDERS  WHO  DEFRAUD  OR  ABUSE 
THE  MEDICAID  PROGRAM,   AS  WELL  AS  PROVIDE  RECOMMENDATIONS  TO 
IMPROVE  PROGRAM  INTEGRITY  AND  EFFICIENCY.     THE  OFFICE  OF 
INVESTIGATIONS  HAS  WORKED  CLOSELY  WITH  MEDICAID  FRAUD  CONTROL 
UNITS  TO  INVESTIGATE  AND  PROSECXJTE  PROVIDERS  WHO  DEFRAUD  THE 
NATIONAL  HEALTH  CARE  PROGRAMS.     THIS  COOPERATION  IS 
PARTICULARLY  EFFECTIVE  HERE  IN  NEW  YORK.     WE  SHARE  INFORMATION 
ON  SUSPECTED  HEALTH  CARE  PROVIDERS  AND  CONDUCT  JOINT 
INVESTIGATIONS  AND  PROSECUTIONS.     WE  ALSO  BELIEVE  IN  SEEKING 
STRONG  FEDERAL  CIVIL  AND  ADMINISTRATIVE  SANCTIONS  AGAINST  THOSE 
CONVICTED  OF  MEDICAID  FRAUD. 

THIS  CONCLUDES  MY  PREPARED  TESTIMONY.      I  WOULD  BE  PLEASED  TO 
ANSWER  ANY  QUESTIONS  YOU  MAY  HAVE. 
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FIGURE  1 


FLOW  CHART  OF  EXISTING  PROFESSIONAL  MEDICAL  CONDUCT  PROCESS 


INVESTIGATION 


A  COMPLAINT  is  reviewed  to  determine  if  there  are  issues  which 
warrant  an  investigation.     The  investigation  may  consist  of 
personal  interviews,  obtaining  documents,   including  medical 
records,  and  consultation  with  medical  experts. 

I 


The  complete  INVESTIGATION  is  reviewed  by  supervisors  and 
medical  staff.     If  there  is  no  evidence  of  misconduct,  the  case 
is  closed. 

I 


A  COMMITTEE  OF  THE  BOARD  FOR  PROFESSIONAL  MEDICAL  CONDUCT 
reviews  all  cases  where  there  is  possible  misconduct  and 
recommends  whether  a  hearing  is  warranted. 


HEARING 


A  Department  of  Health  attorney  prepares  a  Notice  of  Hearing 
and  STATEMENT  OF  CHARGES  which  describes  the  substance  of  the 
alleged  misconduct. 

I 


The  HEARING  provides  the  physician,  with  his/her  attorney,  an 
opportunity  to  present  witnesses  and  evidence  on  his  own 
behalf. 
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DECISION 

The  hearing  is  before  a  Committee  of  two  physicians  and  a  lay- 
member  of  the  Board  for  Professional  Medical  Conduct  and 
Administrative  Law  Judge  which  makes  the  FINDINGS  of  fact, 
conclusions  and  recommends  a  penalty,   if  appropriate. 

I 
I 

I 

I 

V 

The  COMMISSIONER  OF  HEALTH,  based  on  the  written  record,  makes 
an  independent  recommendation. 


I 

V 

The  case  is  presented  to  the  REGENTS  REVIEW  COMMITTEE, 
consisting  of  one  Regent  and  two  individuals  appointed  by  the 
Regents  which  makes  an  independent  recommendation. 

I 

I 

I 
I 

V 

The  COMMITTEE  ON  THE  PROFESSIONS  of  the  Board  of  Regents 
considers  all  three  recommendations  and  makes  a  recommendation 
to  the  full  Board. 

I 

I 

I 
I 

V 

The  BOARD  OF  REGENTS  makes  a  final  decision.     An  order  of  the 
Commissioner  of  Education  is  issued  incorporating  these 
findings. 

I 

I 

I 
I 

V 
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Mr.  Weiss.  Thank  you  very  much  Mr.  Mangano  and  I  do  appreci- 
ate your  testimony  and  that  of  Mr.  Weinstock. 

Mr.  Weinstock,  how  much  do  you  estimate  that  fraud  costs  the 
Medicaid  Program  in  New  York  State  each  year? 

Mr.  Weinstock.  Our  estimates  have  been  in  the  $150  to  $175  mil- 
lion a  year  range. 

Mr.  Weiss.  How  much  does  poor  quality  care  cost  the  Medicaid 
Program  in  New  York  each  year? 

Mr.  Weinstock.  I  don't  know  that  we  have  come  up  with  an 
overall  figure  but  I  do  believe  that  poor  quality  care,  the  cost  is  not 
just  in  what  it  cost  us  in  the  Medicaid  Program.  The  costs  to  the 
people  who  are  getting  that  poor  care  is  the  major  problem.  To  the 
extent  that  poor  quality  is,  in  effect,  fraudulent  behavior,  that  is 
included  in  that  estimate  I  gave  you  of  $150  to  $175  million. 

Mr.  Weiss.  Right,  but  as  your  answer  reflected,  you  are  aware 
that  poor  care  leads  to  costlier  hospital  stays  and  return  visits  to 
physicians,  more  testing  and  generally  higher  costs  to  Medicaid. 

Mr.  Weinstock.  Absolutely,  right;  right,  yes,  we  accept  that. 

Mr.  Weiss.  But  you  don't  have  an  estimate — are  you  in  the  proc- 
ess of  trying  to  work  one  up?  Is  that  something  that  you  have  at- 
tempted to  devote  resources  to? 

Mr.  Weinstock.  We  haven't  attempted  to  devote  resources  to 
working  that  up.  I  think  we  recognize  that  there  is  a  problem.  That 
the  problem  is  costly  and  that  we  are  going  after  it.  I  think  that's 
where  we  have  chosen  to  put  the  resources  on  this  one. 

Mr.  Weiss.  Would  you  agree  that  preventative  care  for  patients 
would  not  only  result  in  better  health  but  it  would  save  the  Medic- 
aid Program  money? 

Mr.  Weinstock.  Yes. 

Mr.  Weiss.  Do  you  think  that  Medicaid  patients  are  getting  the 
kind  of  preventative  health  care  that  they  deserve? 

Mr.  Weinstock.  I  believe  there  has  been  some  improvement  in 
certain  areas.  I  think  a  number  of  the  witnesses  that  were  here 
today  indicated  in  the  prenatal  care  area,  we  have  been  able  to 
make  some  improvements,  but  I  do  believe  there  is  an  awful  lot  of 
opportunity  for  improvement. 

Mr.  Weiss.  Do  you  have  enough  resources  to  oversee  the  Medic- 
aid Program? 

Mr.  Weinstock.  We  can  always  use  some  more  resources.  We  do 
have  a  very  extensive,  very  large  audit  and  quality  control  func- 
tion. I  think,  as  I  indicated  to  you,  we  have  over  400  professionals 
devoted  to  that  alone.  This  year,  our  budget  proposal  calls  for  the 
addition  of  another  50  or  so  to  that  and  I  think  they  are  going  to  be 
challenged  and  fully  occupied. 

Mr.  Weiss.  And  how  many  physicians  participate  in  New  York's 
Medicaid  Program? 

Mr.  Weinstock.  Enrolled,  there  are  88,000  or  88,500;  actively 
participating,  probably  around  22,000  or  23,000,  and  of  those  22,000 
or  23,000,  about  8,500  are  in  the  New  York  City  area. 

Mr.  Weiss.  8,500  physicians  bill  Medicaid  in  New  York  City? 

Mr.  Weinstock.  Billings  in  New  York  City,  right. 

Mr.  Weiss.  Now  how  many  investigators  do  you  have  to  monitor 
physicians? 
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Mr.  Weinstock.  As  I  say,  we  have  a  total  professional  staff  of 
about  400.  In  New  York  City,  about  220  or  225  people  are  available. 
They  are  people  of  all  types,  they  are  investigators,  auditors,  pro- 
fessionals. 

Mr.  Weiss.  Can  you  give  me  a  breakdown  as  to  what  categories 
they  are  for. 

Mr.  Weinstock.  The  220  in  New  York,  I  may  have  that.  There 
are  120  auditors,  40  investigators,  30  nurses  and  doctors,  and  30  su- 
pervisory personnel. 

Mr.  Weiss.  Thirty? 

Mr.  Weinstock.  Right — that  better  add  up  to  220. 
Mr.  Weiss.  And  you  coupled  the  nurses  and  doctors? 
Mr.  Weinstock.  Right. 

Mr.  Weiss.  How  many  full-time  physicians  do  you  have  to  moni- 
tor the  quality  of  care  provided  for  Medicaid  patients? 

Mr.  Weinstock.  Very  few,  there  are  three  physicians  and  the 
balance  are  nurses,  full  time. 

Mr.  Weiss.  Three  physicians.  And  are  those  three  physicians  in- 
volved in  quality  of  care  oversight? 

Mr.  Weinstock.  Generally,  yes.  And  also  you  should  know  as 
necessary,  we  contract  out  with  physicians  to  help  us  with  reviews 
of  problem  doctors  that  we  have  found  so  that  supplements  the  fig- 
ures. 

Mr.  Weiss.  OK.  In  1989,  how  many  doctors  did  you  contract  out 
for? 

Mr.  Weinstock.  About  40  on  a  part-time  basis. 

Mr.  Weiss.  Do  you  have  a  full-time  equivalence  of  those  40? 

Mr.  DuRKiN.  It  is  hard  to  estimate  because  we  send  them  cases 
and  we  work  on  them  on  a  per  diem  basis,  so  we  don't  know  really. 
I  can  get  the  information  on  how  many  per  diem  days  we  paid  for 
example. 

Mr.  Weiss.  OK;  if  you  can  submit  that  for  the  record,  I  would 
welcome  it.  Now  tell  me  again,  how  many  physicians  have  you  ex- 
cluded from  the  Medicaid  Program  in  New  York  State  in  1989? 

Mr.  Weinstock.  The  total  number  of  physicians  was  125  in  the 
calendar  year  1989. 

Mr.  Weiss.  How  many  of  those  were  excluded  solely  for  quality  of 
care  problems? 

Mr.  Weinstock.  I  don't  have  that  number;  I  could  try  to  get  it 
for  you.  Often  what  we  find  when  we  disqualify  a  physician  is  that 
there  is  no  one  reason.  Quality  of  care  is  involved  in  almost  every 
one  of  the  cases  that  we  are  involved  in.  On  top  of  that,  there 
might  be  billing  practice  violations,  there  may  be  relationships 
with  other  providers  of  service  that  we  find  inappropriate,  but 
quality  of  care  is  in  virtually  every  one  of  them.  I  can  verify  that 
for  you  but  I  think  it  would  be  safe  to  assume  it. 

Mr.  Weiss.  I  assume  that  it  is  easier  for  you  to  exclude  people 
who  are  convicted  of  criminal  behavior,  or  fraud,  is  that  a  fair  as- 
sumption? 

Mr.  Weinstock.  Right. 

Mr.  Weiss.  OK,  so  of  the  129,  how  many  were  excluded  because 
of  conviction  for  criminal  behavior,  fraud,  or  other  kind? 

Mr.  Weinstock.  I  think  you  will  find  that  most  of  the  125  were 
excluded  prior  to  there  being  any  criminal  activities  taken  against 
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these  individuals.  We  have  a  number  of  administrative  processes 
that  we  are  able  to  use  to  help  get  some  of  these  poor  performing 
providers  out  of  the  program.  We  have  a  disqualification  process, 
we  have  a  reenroliment  process  where  we  go  out  and  examine  on 
an  every  2-year  basis  what  kind  of  services  people  are  providing 
and  whether  they  are  appropriate  or  not,  and  that  gives  us  a  basis 
for  removing  people  from  the  program  even  before  they  are  con- 
victed of  fraudulent  activities  in  the  court,  I  would  dare  say  that,  of 
all  of  these  that  were  excluded  in  1989,  I  think  all  of  them  were 
prior  to  any  court  cases. 

Mr.  Weiss.  Give  me  some  idea  as  to  what  kind  of  cases  they 
w^ould  be  if  they  were  not  for  criminal  behavior  and  they  were  not, 
strictly  speaking,  for  quality  of  care? 

Mr.  Weinstock.  Well,  quality  of  care  would  be  involved.  I  mean 
w^e  would  go  out  and  we  would  take  a  look  at  a  physician  and  we 
would  find  that  the  physical  facilities  look  terrible.  We  would  go  in 
and  sample  against  the  medical  record  and  compare  it  to  what  had 
been  billed  to  us  and  we  would  find  on  those  samples  that  they  had 
billed  for  services  that  had  not  been  provided.  We  would  look  at 
the  kinds  of  orders  that  they  write  for  patients  who  come  to  see 
them  and  we  would  find  that  there  is  a  standard  list  of  pharmaceu- 
tical products  that  are  always  written  for  and  a  standard  set  of  lab- 
oratory tests  that  are  always  asked  for.  As  others  have  testified 
here  today,  we  would  find  that  people  would  come  into  the  physi- 
cian's office  and  be  asked  to  give  blood  before  they  ever  saw  a 
doctor.  It  is  those  kinds  of  things  that  we  find.  You  will  see  it  in 
every  one  of  these  abusing  provider  practices  that  we  go  into.  That 
would  be  enough  for  us  to  say  that  from  the  point  of  view  of  you 
being  the  provider  in  the  Medicaid  Program,  we  want  to  disenroll 
you.  They  have  a  right  to  appeal  that. 

Mr.  Weiss.  How  many  of  the  125  would  you  say  were  identified 
originally  by  quality  of  care  review? 

Mr.  Weinstock,  They  were  identified  by  a  review  which  includes 
some  look  at  quality  and  looked  at  other  things  as  well  as  includ- 
ing billing  practices.  I  don't  think  any  of  tliem  were  exclusively 
quality  of  care.  I  don't  think  any  of  them  were  exclusively  billing 
practices.  1  think  they  all  sort  of  had  the  same  mode  of  operation. 

Mr.  Weiss.  When  a  physician  applies  for  admission  into  New 
York  State's  Medicaid  Program,  does  the  department  of  social  serv- 
ices do  anything  more  to  check  his  qualification  than  ensure  that 
the  doctor  is  duly  licensed  by  the  State? 

Mr.  Weinstock.  We  check  to  see  what  experiences  we  have  had 
with  the  physician  in  the  past  and,  often,  it  doesn't  always  apply  to 
physicians  but  we  go  out  and  look  at  the  area  where  the  practice  is 
going  to  take  place.  I  know,  as  an  example,  in  the  pharmacy  area, 
we  do  field  visits  to  determine  whether  the  physical  facilities  are 
going  to  meet  basic  standards  for  pharmacies. 

Mr.  Weiss.  Tell  me  what  kind  of  medical  qualifications  you 
check;  I  mean,  how  do  you  do  that?  Do  you  check  medical  qualifica- 
tions? 

Mr.  DuRKiN.  We  check  with  the  State  education  department  to 
see  if  they  are  licensed  and  if  they  are  licensed  in  that  specialty. 
Mr.  Weiss.  In  the  State? 
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Mr.  DuRKiN.  We  also  in  the  last  year  set  up  a  tracking  system 
and  about  30  to  60  days  after  they  have  been  practicing,  we  look  at 
their  relationships  with  other  providers,  the  kinds  of  things  that 
they  are  ordering,  and  we  make  a  determination  whether  we  want 
to  continue  them  in  the  program  at  that  point.  That  is  something 
that  v/as  started  along  with  the  doctor  review  that  Nelson  men- 
tioned earlier.  But  we  can't — before  hand,  we  have  no  way  of  know 
ing  anything  other  than  the  fact  of  the  licensed  provider, 

Mr.  Weiss.  OK,  so  that  initially  you  take  them  in  on  the  premise 
that  you  check  whether  they  are  licensed  in  the  area  in  which  they 
are  going  to  be  practicing,  that  is,  in  the  medical  area  specialty. 
Since  when  have  you  had  this  conditional  approach  where  you 
review  them  after  30  or  60  days  to  take  a  look  to  see  how  they  are 
doing? 

Mr.  DuRKiN.  We  have  done  that  for  approximately  1  year. 

Mr.  Weiss.  About  a  year,  and  after  that  30  or  60  days  have 
lapsed,  to  how  many  of  the  doctors  have  you  had  occasion  to  say, 
''Sorry,  you  don't  really  meet  our  standards"? 

Mr.  DuRKiN.  Well,  there  are  approximately  30  to  40  that  are  cur- 
rently in  the  process  right  now  and  we  were  interrupted  somewhat 
by  court  procedures  against  us  for  approximately  6  out  of  the  last  9 
months.  We  just  got  relief  from  the  courts  and  we  are  about  to  pro- 
ceed in  this  regard. 

Mr.  Weiss.  When  you  initially  accept  them  into  the  system,  you 
tell  them  that,  in  fact,  it  is  conditional  that  you  are  reviewing  their 
operations  after  a  period  of  30  to  60  days? 

Mr.  DuRKiN.  Yes. 

Mr.  Weiss.  In  light  of  the  testimony  that  we  have  had  today, 
would  you  agree  that  the  State  licenses  some  physicians  who  are 
medically  incompetent  at  the  time  of  their  entry  into  the  Medicaid 
Program? 

Mr.  Weinstock.  I  don't  know  that  I  could  conclude  that  specifi- 
cally. I  have  heard  

Mr.  Weiss.  You  heard  Dr.  Post's  testimony;  you  heard  Dr.  More- 
head's  testimony. 

Mr.  Weinstock.  It  appears  that  physicians  could  get  into  the  pro- 
gram even  though  they  might  not  have  the  competencies  that  we 
are  looking  for. 

Mr.  DuRKiN.  We  don't  always  know  that  they  have  come  into  the 
program  with  those  conditions.  The  illustration  that  they  gave 
before,  for  example,  Dr.  DelGizzo,  seemed  to  get  much  worse  in  the 
last  year,  before  he  was  excluded  from  the  program,  than  he  had 
before  that.  What  occurs  to  them  while*  they  are  in  the  program, 
we  have  no  real  awareness  of  the  condition  when  they  came  in,  but 
we  do  know  that  at  some  point  in  time,  many  of  them  have 
become — have  other  physical  or  mental  conditions  that  really 
should  be  challenged. 

Mr.  Weiss.  Right.  Have  you  noticed  a  pattern  that  both  Dr. 
Morehead  and  Dr.  Post  pointed  to  which  is  that  many  of  the  young- 
er doctors  had  received  their  training  in  out-of-country  medical 
schools  and  that  they  obviously  were  not,  on  the  basis  of  their  per- 
formance, as  well  trained  as  doctors  who  were  trained  in  American 
medical  schools?  Is  that  kind  of  thing — does  that  jump  out  at  you — 
is  that  a  matter  that  you  have  taken  note  of? 
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Mr.  DuRKiN.  It  is  prevalent  in  the  worst  ones  that  we  naturally 
spend  most  of  our  time  on  but  we  can't — we  have  no  way  of  know- 
ing what  the  better  physicians  in  the  city  really — whether  their 
population  has  the  same  type  of  young  physicians.  We  certainly  see 
it  in  some  of  the  hard-core  drug  areas  of  New  York  City  where 
they  concentrate  a  lot  of  their  efforts.  What  the  percentage  would 
be,  I  have  no  idea. 

Mr.  Weiss.  I  am  going  to  get  into  the  area  that  we  were  discuss- 
ing with  the  health  department  people  and  then  with  the  second 
panel,  as  well,  and  that  is  the  shared  care  facility,  shared  health 
facility  kind  of  institution,  with  less  than  four  doctors.  What  kind 
of  jurisdiction  do  you  have  over  those? 

Mr.  Weinstock.  We  have  a  Medicaid  Program  jurisdiction  which 
allows  us  to  go  in  there  to  audit  to  make  sure  that  billings  are  ap- 
propriate and,  while  we  are  in  there,  to  take  a  look  at  the  quality 
of  care,  but  I  would  agree  from  the  testimony  I  have  heard  today 
that  there  is  a  gap  in  getting  a  full  qualified  look  at  quality  of  care 
in  those  facilities.  The  only  way  now  to  go  after  those  facilities  on 
the  quality  of  care  issue  is  on  the  licenses  of  the  individual  physi- 
cians that  appear  to  practice  in  there  plus  our  reviews  of  quality 
which  we  do  in  context  of  billing  reviews  and  those  other  things. 
So,  I  would  think  that  that  is  an  area  that  requires  some  very  seri- 
ous looking  at  and  there  appears  to  us  to  be  a  gap  in  looking  at  the 
quality  in  that  area. 

Mr.  Weiss.  I  am  not  sure  that  I  understand  your  response.  For 
starters,  you  have  broad  Medicaid  jurisdiction  over  any  doctor  who 
has  gained  admission  into  participating  in  Medicaid;  is  that  right? 

Mr.  Weinstock.  Right,  program  enrollment  responsibilities. 

Mr.  Weiss.  Right.  So  any  doctor  who  participates  at  all — whether 
he  or  she  participates  alone  in  a  private  office,  whether  he  or  she 
participates  in  a  facility  of  a  hospital  or  a  nursing  home,  or  a 
shared  health  facility,  or  one  of  these  Medicaid  Mills,  so-called, 
which  have  less  than  four  doctors — you  have  jurisdiction  over  that 
doctor? 

Mr.  Weinstock.  From  the  point  of  view  of  enrollment,  yes. 
Mr.  Weiss.  From  the  point  of  view  

Mr.  Weinstock.  Of  their  being  able  to  be  enrolled  in  the  pro- 
gram as  a  provider. 

Mr.  Weiss.  Right;  OK.  I  don't  understand  where  the  gap  would 
come  in  then.  If  you  have  that  kind  of  jurisdiction  over  them,  why 
should  there  be  any  kind  of  gap? 

Mr.  Weinstock.  Because  we — our  prime  responsibility  is  not  one 
which  we  go  in  and  evaluate  the  medical  competency  of  the  indi- 
viduals who  are  practicing  there;  it  is  just  part  of  our  overall  audit 
activity  and  just  one  part  of  it.  In  order  to  determine  whether  an 
individual  is  qualified  to  practice  medicine,  I  think,  requires  more 
of  a  look  by  medical  professionals  beyond  what  we  currently  give 
in  that  kind  of  review. 

Mr.  Weiss.  But  you  are  not  open  to  judgment  as  to  whether  they 
are  qualified  to  practice  medicine? 

Mr.  Weinstock.  We  make  a  judgment— right. 

Mr.  Weiss.  Your  judgment  is  whether  they  are  qualified  by  the 
State  in  Medicaid;  right? 

Mr.  Weinstock.  Right. 
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Mr.  Weiss.  OK.  If  you  have  a  program  interrupted  but  ongoing 
and  about  to  be  resumed,  where  you  go  back  and  review  a  doctor's 
involvement  and  care  and  records  after  30  or  60  days,  without 
question  you  have  that  jurisdiction;  right? 

Mr.  Weinstock.  Right. 

Mr.  Weiss.  Then  why  would  you  not  have  the  same  jurisdiction  if 
you  found  that  after  9  months  or  9  years  for  that  matter,  a  doctor 
suddenly  demonstrates  on  the  basis  of  his  billing  practices  or  what- 
ever else  he  does  that  he  no  longer  is  fit  to  participate  in  Medicaid? 

Mr.  Weinstock.  Yes,  we  would  have  that  authority  to  do  that.  I 
misunderstood — the  questions,  you  also  talked  about  the  fact  that  a 
number  of  physicieins  who  were  disqualified  from  the  Medicaid  Pro- 
gram, still  continue  to  be  licensed  and  to  practice. 

Mr.  Weiss.  That's  right;  that's  separate. 

Mr.  Weinstock.  That's  not  us,  but  you  are  right,  we  do  within 
the  limits  of  our  resources  have  the  ability  to  go  out  and  take  a 
look  and  make  determinations  about  the  quality  of  care  that  is 
going  on  in  the  field  and  to  take  disenrollment  actions  or  disqualifi- 
cations actions. 

Mr.  Weiss.  OK,  it  certainly  comes  as  no  surprise  to  you,  or  to 
anybody  who  is  associated  with  Medicaid  in  New  York  City,  either 
as  a  person  who  is  involved  in  the  regulatory  system  or  a  person 
who  is  a  patient  who  needs  care,  that  the  so-called  storefront  oper- 
ations are  the  most  problem  laden  of  the  operations  that  we  have. 
So  the  question  I  have  is,  why  would  that  area,  which  is  so  problem 
laden,  be  at  the  bottom  of  your  list  of  problems  to  focus  on? 

Mr.  Weinstock.  I  don't  believe  it  is.  One  of  the  areas  that  I 
didn't  explain  in  great  detail  that  we  are  concentrating  on  is  what 
we  have  labeled  as  high  ordering  physicians.  These  are  physicians 
who  are  highest  orderers  of  pharmacy,  laboratory,  sonograms,  et 
cetera.  They  tend  to  be  the  physicians  where  we  find  poor  quality 
of  case,  as  well  as  other  kinds  of  abuses.  We  have  dedicated  a  sub- 
stantial number  of  resources  into  zeroing  in  on  those  600  or  so  high 
ordering  providers  that  we  have  identified  in  New  York  City  and 
right  now  we  have,  I  believe,  300  to  400  under  investigation  and,  as 
I  indicated  to  you,  last  year,  we  excluded  from  the  program  over 
100  physicians  and  these  are  primarily  as  a  result  of  that  high  or- 
dering project  that  we  were  talking  about,  so  we  have  been  putting 
some  concentration  there. 

If  I  could  suggest,  one  of  the  problems  with  the  kind  of  work  that 
we  do  now  or  that  everyone  does  now  in  this  area,  is  that  it  is  done 
after  the  fact.  The  thing  that  Jim  mentioned,  where  we  are  going 
to  do  some  monitoring,  as  new  physicians  come  on  board,  to  catch 
them  early  is  a  very  good  and  useful  technique.  We  have  very  ex- 
tensive computer  systems  that  show  over  a  period  of  time  that  cer- 
tain patterns  have  developed.  As  is  with  all  computer  systems,  it 
takes  some  time  to  grind  that  stuff  out  and  to  go  through  the  kind 
of  sophisticated  analyses  that  are  necessary.  It  seems  to  me  that 
what  we  have  to  be  able  to  concentrate  on  is  not  so  much  looking 
at  data  6  months  after  it  has  happened,  but  doing  something  right 
up  front.  The  enrollment  that  Jim  talked  about  is  one,  but  another 
thing  that  someone  else  also  mentioned  here  today  was  utilization 
thresholds.  I  think  that  has  unfortunately  been  misinterpreted  as  a 
limit  on  services  to  clients.  It  is  not  that  at  all.  The  utilization 
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threshold  that  was  proposed  in  last  year's  budget  and  is  proposed 
again  this  year  was  designed  to  kick  out  and  say,  ''Hey,  you  better 
take  a  look  if  somebody  is  getting  40  laboratory  services  in  a  two- 
week  period  of  time,  because  this  is  just  out  of  the  limit."  It  doesn't 
say  stop  anything  automatically.  It  says  take  a  look,  see  why  it  is 
happening,  and  if  it  is  happening  for  the  right  reasons,  authorize 
it,  but,  if  it  is  not,  stop  it  and  I  believe  that  those  utilization  thresh- 
olds would  have  gone  a  very,  very  long  way  to  being  able  to  catch 
up  front  some  of  these  activities  which  we  now  have  to  wait  longer 
periods  of  time  for  to  watch  the  patterns  develop.  There  are  other 
things  like  that  that  I  would  suggest  as  well. 

Mr.  Weiss.  Do  quality  of  care  concerns  include  unsanitary  condi- 
tions at  these  facilities? 

Mr.  Weinstock.  Yes. 

Mr.  Weiss.  If,  in  fact,  you  find  that  there  are  unsanitary  condi- 
tions, you  would  have  the  right  to  remove  doctors? 

Mr.  Weinstock.  We  would  have  the  right  to  disenroll  a  doctor, 
yes. 

Mr.  Weiss.  OK.  Does  inappropriate  and  unknowing  use  of  medi- 
cal equipment,  EKG's  for  example,  or  other  kinds  of  medical  equip- 
ment, fit  into  quality  of  care  concerns? 

Mr.  Weinstock.  A  pattern  of  inappropriate  prescription  and  use 
of  technique  would,  yes. 

Mr.  Weiss.  It  seems  to  me  that  if  the  Community  Service  Society 
of  New  York  can  go  out  and  locate  and  identify  the  numbers  of 
these  facilities  with  less  than  four  doctors  in  them  by  doing  a  phys- 
ical check,  you  don't  have  to  go  over  and  redo  that;  you  can  just  get 
the  information  that  they  have  which  is  valid  at  the  time  that  they 
completed  them.  You  wouldn't  have  to  redo  it  again,  but  it  seems 
to  me  that  field  visits  by  your  organization,  by  your  agency,  would 
go  a  long  way  toward  keeping  these  doctors  at  least  in  the  position 
of  knowing  that  at  any  time — ^just  like  a  Department  of  Labor  in- 
spector may  walk  into  a  garment  factory — a  doctor  or  an  investiga- 
tor from  social  services  might  walk  into  a  Medicaid  clinic.  That 
might  help  to  keep  them  on  their  toes  to  provide  better  services. 
What  do  you  do,  how  much  do  you  do  by  way  of  field  visits? 

Mr.  Weinstock.  Well,  virtually  all  of  our  staff  that  I  talked 
about  in  New  York  City,  except  for  the  supervisory  staff,  and  even 
they  to  some  extent  are  out  doing  field  reviews,  have  concentrated 
on  our  high  ordering  physicians.  The  reason  I  think  that  some- 
times it  takes — I  mean,  they  can't  walk  in  there  and  say,  "I  found 
this;  you  are  out  of  the  program."  I  mean,  people  have  a  right  to 
appeal.  We  have  to  build  a  case  that  is  going  to  stand  up  in  an 
appeal  process.  But  I  do  believe  that,  again,  within  the  limits  of  the 
resources,  that  there  is  a  very,  very  heavy  focus  on  getting  out  and 
working  with  these  high  ordering  providers.  Again,  this  has  been  a 
current  focus. 

Mr.  Weiss.  What  kind  of  testimony  would  you  need  to  be  able  to 
have  a  valid  finding  of  lack  of  sufficient  or  adequate  quality  of 
care? 

Mr.  Weinstock.  I  don't  know  that  I  could  give  you  a  legal 
answer  to  that. 

Mr.  Weiss.  Well,  what  kind  of  person  would  have  to  testify  to 
that? 
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Mr.  Weinstock.  We  would  need  testimony  from  medical  profes- 
sionals and,  again,  we  have  those  on  staff.  As  I  mentioned,  we  have 
peer  reviews. 

Mr.  Weiss.  You  tell  me  that  you  have  three  doctors  out  of  that 
entire  panoply  of  people — there  are  three  fully-licensed  physicians 
on  your  staff.  Now,  given  the  most  diligent  effort  on  their  part, 
how  much  field  work,  how  much  investigation  can  they  perform? 

Mr.  Weinstock.  Those  three  alone  could  not  cover  what  we 
would  want  to  cover  there. 

Mr.  Weiss.  So  who  does  it? 

Mr.  Weinstock.  We  do  some  subcontracting  for  

Mr.  Weiss.  But  subcontracting  is  a  per  diem  review  of  records. 

Mr.  Weinstock.  Review  of  records. 

Mr.  Weiss.  We  were  talking  about  field  visits. 

Mr.  DuRKiN.  Generally  we  have  undercover  shoppers  that  will  go 
out  and  pose  as  clients  in  most  of  your  doctors'  offices  that  we  have 
targeted  for  any  kind  of  review.  We  will  then  have  auditors  in  con- 
junction with  nurses  go  out  and  do  a  physical  examination  of  a  lim- 
ited number  of  records.  It  can  be  anjrwhere  from  25  to  100  records, 
depending  on  the  type  of  review  that  we  are  doing  in  the  particular 
facility.  If  they  identify  any  kinds  of  aberrations  in  quality  of  care, 
we  use  our  own  peer  physicians  to  determine  whether  there  is  a 
need  for  an  outside  consultation.  For  example,  if  it  is  pediatric  or 
obstetrics  or  what  have  you,  we  will  get  a  board  certified  pediatri- 
cian to  review  the  results  and  determine  whether  there  has  been 
any  quality  of  care  problems  that  should  be  sanctioned  with  that 
provider,  so  it  is  a  scaling  down  approach  to  limit  the  amount  of 
work  that  a  physician  physically  has  to  do  in  these  facilities. 

It  is  very  difficult  to  go  into  a  lot  of  these  areas,  get  records, 
make  appointments.  We  would  waste  an  inordinate  amount  of  phy- 
sician time  just  trying  to  find  some  of  these  physicians.  Frequently, 
we  will  have  to  go  to  three  or  four  different  locations  to  find  a 
doctor.  They  are  very  mobile  and  we  have  a  lot  of  problems  track- 
ing them  down. 

Mr.  Weiss.  But  you  know  the  testimony  we  have  had  here  today 
indicates  that  you  could  just  about  trip  and  fall  into  one  of  these 
places  almost  randomly  and  no  matter  where  you  go,  the  quality  of 
care  is  so  awful  that  you  couldn't  miss  it.  So  the  question  I  really 
have  is,  how  at  the  end  of  all  of  this  time  with  all  of  the  knowledge 
that  you  guys  have  in  working  this  field,  does  it  still  go  on  this 
way?  I  mean,  it  seems  to  me  that  Dr.  Morehead  shouldn't  be  able 
to  find  10  years  after  the  fact — after  her  last  study — that  condi- 
tions are  basically  the  same,  if  not  worse,  than  they  were  10  years 
ago. 

Mr.  Weinstock.  I  don't  know  if  I  can  give  you  a  complete  answer 
to  that  because  I  think  a  lot  of  it  has  to  do  with  the  ingenuity  of 
the  people  who  are  in  business  to  rip  us  off,  but  I  do  believe  and  I 
want  to  emphasize  it  with  you,  that  the  more  that  we  can  do  up 
front  ahead  of  the  game,  rather  than  having  to  wait  for  the  devel- 
opment of  data,  to  look  at  patterns  and  to  do  that  kind  of  thing, 
the  more  likely  we  are  to  be  successful  and  be  able  to  nip  things  in 
the  bud,  and  aside  from  taking  that  up-front  look,  obviously  you 
know  additional  resources  and  more  professional  staff,  that  all 
helps.  But,  I  do  believe  that  primarily  we  have  an  opportunity  to 
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take  advantage  of  some  of  our  advance  computer  systems  to  do 
some  of  these  things  up  front  and  I  think  that  will  help  a  good 
deal. 

Mr.  Weiss.  Tell  me,  if  you  will,  what  kind  of  controls  or  jurisdic- 
tion do  you  have  over  the  nonmedically  trained  entrepreneur?  Do 
you  have  jurisdiction  over  that  person? 

Mr.  Weinstock.  They  are  not  currently  required  to  enroll  in  the 
Medicaid  Program.  We  have  restrictions  against  things  like  factor- 
ing of  accounts  receivable  in  the  Medicaid  Program  which,  on  in- 
vestigation, we  might  be  able  to  pull  some  of  these  current  entre- 
preneurial relationships  in  under  that  prohibition.  But,  by  and 
large,  we  don't  have  a  strong  mandate  that  allows  us  to  keep  entre- 
preneurs out  of  the  program,  except  to  the  extent  that  when  we  go 
in  and  do  an  investigation  and  find  that  there  are  problems,  we 
can  basically  shut  down  the  operation  that  we  are  going  into  by  ba- 
sically removing  the  physicians  from  the  program.  I  think  this  is 
an  area  where  we — again,  we  are  recently  learning  about  this  en- 
trepreneurial phenomenon,  as  well,  and  I  believe  this  is  an  area 
where  we  are  going  to  be  proposing  some  change  in  regulation 
which  would  require  that  entrepreneurs,  as  well  as  the  folks  that 
provide  the  service,  have  to  enroll  in  the  Medicaid  Program,  and 
this  would  give  us  the  normal  kind  of  enrollment  and  reenrollment 
jurisdiction  over  those  folks  that  we  now  have  with  providers  of 
service. 

Mr.  Weiss.  But,  as  of  now,  you  have  no  jurisdiction  over  them? 

Mr.  Weinstock.  We  have  no  specific  jurisdiction.  Again,  I  think 
the  one  area  where  we  think  we  might  be  able  to  do  something  is 
in  factoring  kinds  of  arrangements  where  factoring  is  against  the 
law. 

Mr.  Weiss.  What  is  your  sense  as  to  how  these  places  operate — 
not  the  formal,  shared  health  facilities  which  have  four  or  more 
doctors  but  the  ones  below  that — and  what  is  the  business  arrange- 
ment to  your  knowledge? 

Mr.  Weinstock.  A  lot  of  it  appears  not  to  be  committed  to  writ- 
ing but,  from  what  we  are  able  to  determine  from  observation,  I 
think  our  shoppers — who  I  understand  will  be  coming  on  next — 
might  be  able  to  give  you  a  little  more  detail  on  this.  But,  typically, 
at  least  we  believe  from  what  we  have  seen,  an  entrepreneur  would 
be  involved  in  owning  the  space  that  physicians  practice  out  of, 
and  may  have  arrangements  with  a  pharmacy  for  whom  the  physi- 
cian is  writing  prescriptions.  They  have  similar  kinds  of  arrange- 
ments with  laboratory  and  durable  medical  equipment,  and  either 
has  an  ownership  or  some  kickback  kinds  of  arrangements  with 
suppliers  of  service  which  allows  the  entrepreneur  to  make  money 
in  this  deal. 

Mr.  Weiss.  In  the  shared  health  facility,  you  do  have  jurisdiction 
over  the  entrepreneur,  if  there  are  four  or  more  doctors  involved; 
right? 

Mr.  DuRKiN.  State  health  has  the  jurisdiction.  They  register  the 
shared  health  facility  so,  that  way,  the  entity  is  doing  business 
with  the  State  of  New  York,  as  opposed  to  the  types  of  situations 
we  have  with  the  typical  office  manager  who  has  no  contractual  ar- 
rangement with  New  York  for  payment.  The  shared  health  facility 
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is  registered,  regulated.  There  is  a  set  of  specifications  they  have  to 
meet. 

Mr.  Weiss.  But  in  the  mill  situation  with  less  than  four  doctors, 
they  don't  have  jurisdiction  and  you  have  limited  jurisdiction  is  the 
best  that  you  can  tell  us  at  this  point.  As  a  matter  of  principle,  do 
you  see  any  problem  with  your  having  full  jurisdiction  in  that  kind 
of  situation  so  that  you  have  a  completed  circle  and  you  don't 
have — apparently  what  happens  in  these  situations  is  that  the  en- 
trepreneur really  is  the  one  that  makes  the  system  go.  He  owns  the 
building  or  he  rents  the  building  and  then  he  leases  space  to  doc- 
tors and,  from  what  I  gather,  the  leasing,  the  rental  that  he 
charges  will  be  dependent  on  the  kind  of  business  that  is  generated 
at  that  particular  location  so  that  there  is  a  direct  tie— in  to  his 
profits  and  what  kind  of  medical  practice  is  developed  there. 

Mr.  Weinstock.  We  would  have  no  problem  in  treating  an  entre- 
preneur like  a  regular  provider  and  enrolling  them  and  having  the 
jurisdiction.  If  the  health  department  felt  it  wanted  the  same  juris- 
diction with  the  under  four  that  it  has  with  the  four,  we  would  not 
object  to  that  either.  I  mean,  I  think  we  could  work  together  as 
sister  agencies,  but  to  answer  your  question  specifically,  we  would 
not  have  objection  to  being  involved  and  putting  controls  on  the  en- 
trepreneurs. 

Mr.  Weiss.  It  just  seems  anomalous,  which  is  the  mildest  word  I 
could  use,  that  people  who  are  responsible  for  the  system  being  in 
such  chaos,  in  essence,  walk  through  it  with— unless  they  commit  a 
criminal  act,  in  which  case  maybe  somebody  has  some  jurisdiction 
over  them,  that,  in  fact,  nobody  looks  at  them  twice.  It  just  doesn't 
seem  appropriate. 

Mr.  Weinstock.  I  think  the  phenomenon  is  something  that  we 
have  learned  a  lot  about  just  in  this  last  year.  I  don't  think  that  it 
is  something  that  we  were  fully  aware  of  until  we  started  doing  our 
own  investigations  and  got  an  understanding  of  the  interlocking  ar- 
rangements that  we  see,  and,  from  that  point  of  view,  I  think  now 
we  are  in  a  position  where  we  believe  we  can  propose  some  changes 
in  regulations  which  do  give  us  the  authority  over  those  entrepre- 
neurs. 

Mr.  Weiss.  The  other  thing,  Mr.  Weinstock,  which  concerns  me, 
and  I  assume  concerns  you,  also,  is  that  here  we  have  the  poorer 
sector  of  our  society  being  taken  the  most  advantage  of.  All  of  us  in 
Government,  at  whatever  level,  are  responsible,  and  to  have  reim- 
bursement rates,  which  we  know  are  ludicrous,  which  people  can't 
possibly  operate  under,  in  essence  almost  guarantees  that  it  is  the 
crooks  who  will  be  participating  because  they  will  find  a  way  of 
making  it  pay.  At  the  same  time,  it  seems  to  me,  the  quality  of 
care — and  that  is  the  biggest  thing — gets  the  short  shrift  for  rea- 
sons which  may  be  perfectly  good  and  valid,  but  there  are  limited 
resources  and  it  is  difficult  to  keep  track  of  people  who  keep  jump- 
ing around  and  moving  around.  The  people  who  have  no  choice 
except  to  use  those  facilities  are  the  ones  who  ultimately  suffer.  I 
mean,  we  all  pay  for  it,  ultimately,  because  of  the  way  that  Medic- 
aid costs  have  mushroomed  in  the  last  few  years.  We  then  turn 
around  and  sort  of  take  another  piece  out  of  them  when  the  Presi- 
dent comes  to  the  Congress  and  says,  "Okay,  I  want  to  cut  $5  bil- 
lion or  $3.5  billion  out  of  the  Medicaid  Program  this  year."  If  we  do 
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it,  we  are  likely  to  be  hurting  the  very  people  who  need  the  assist- 
ance. But,  the  quality  of  care  seems  to  get  the  very  last  call  and  it 
seems  to  me  with  the  kind  of  money  that  we  are  spending  national- 
ly, we  have  the  right  to  expect  good  care.  In  fact,  if  the  money  were 
better  distributed,  differently  distributed,  we  would  have  a  better 
shot  at  doing  this  than  what  we  are  doing  now  but  I  think  it  starts 
with  a  determination  not  to  have  the  system  ripped  off  and  that  is 
where  you  guys  come  in  because  you  are  really  the  first  line  of  de- 
fense in  that. 

Mr.  Weinstock.  I  would  not  disagree  with  anything  that  you 
have  said.  I  mean,  we  feel  the  same  way  and  we  have,  as  I  again 
indicated  in  my  talk  and  I  think  Florence  Frucher  may  have  men- 
tioned also  in  her  discussions,  there  have  been  a  number  of  things 
that  have  been  proposed  to  attempt  to  improve  quality  of  care. 
They  have  gotten  off  the  ground  very,  very  slowly.  Managed  care 
kind  of  arrangements,  PHSP's,  those  kinds  of  things  are  some- 
thing— case  management — I  think  they  offer  opportunities  for  im- 
proved quality.  They  are  very  slow  to  move.  People  don't  change  all 
that  easily  and  one  of  the  things  and  certainly  I  would  not  want  to 
defend  the  physician  fee  structure — there  have  not  been  raises  for 
physicians  in  fees,  except  in  selected  areas,  for  a  very  long  period 
of  time.  This  year,  as  an  example,  one  of  the  areas  we  are  propos- 
ing some  fee  increases  in  is  in  the  area  of  pediatrics.  Those  fee  in- 
creases are  tied  to  improvements  in  quality  of  care.  They  will  say, 
you  can  get  the  fee  but,  in  order  to  get  it,  you  have  to  do  some  case 
management  for  the  kids  involved,  and  make  sure  that  things  are 
tied  together  well,  and  you  also  have  to  demonstrate  to  us  that  you 
have  increased  your  number  of  Medicaid  clients  before  you  are 
going  to  be  entitled  to  these  new  fee  increases.  So,  I  think  for  years 
and  years  and  years,  States  have  been  hesitant  to  give  out  fee  in- 
creases. I  think  that  has  hurt  some,  but  they  have  been  hesitant 
because  they  couldn't  find  a  way  to  tie  it  to  improved  quality.  I 
think  the  fear  was,  if  you  increase  the  fee  and  you  are  going  to  get 
the  same  service  and  it  is  going  to  cost  you  some  more,  it  is  not 
going  to  encourage  the  kinds  of  changes  that  you  and  I  and  every- 
one in  this  field  wants.  I  think  this  kind  of  proposal  that  we  have 
put  forth  this  year  in  pediatrics  hits  that  head  on  and  it  is  in  a  way 
I  would  see  developing  fee  increases  for  the  future  as  well. 

Mr.  Weiss.  How  long  has  your  department  been  involved  with 
Medicaid? 

Mr.  Weinstock.  With  Medicaid,  since  Medicaid  was  at  its  incep- 
tion in  19  

Mr.  Weiss.  Right,  25  years  old. 
A  Voice  From  Audience.  1966. 
Mr.  Weinstock.  1966. 

Mr.  Weiss.  What  happens  in  a  lot  of  our  oversight  hearings  is 
that  people  always  tell  us  that  there  is  a  new  program  that  they 
are  just  developing  and  it  is  really  going  to  take  care  of  the  prob- 
lem and  I  hope  that  you  guys  are  going  to  be  able  to  get  a  handle 
on  some  of  this  stuff,  that  we  all  are.  Anyhow,  I  thank  you  very 
much  and  I  am  going  to  ask  the  Inspector  General  some  questions, 
but  stand  by  because  we  may  touch  on  some  things  as  well. 

Sorry  for  the  long  wait,  Mr.  Mangano.  You  testified  that  in  New 
York,  the  number  of  complaints  and  referrals  to  the  State  board  of 


134 


licensing  increased  from  1,699  in  1983  to  4,076  in  1988  and  is  ex- 
pected to  be  5,000  for  1989.  In  general,  you  said  complaints  and  re- 
ferrals are  increasing  nationwide.  Why  aren't  the  number  of  disci- 
plinary actions  taken  by  State  boards  showing  a  corresponding  in- 
crease? 

Mr.  Mangano.  We  think  that  the  State  boards,  while  they  have 
been  improving  their  activities  in  the  last  6  or  7  years,  really  are 
not  anywhere  near  where  they  need  to  be  in  terms  of  doing  the  job 
of  protecting  patients.  We  think  there  are  a  number  of  problems. 
Some  are  insufficient  budgets,  insufficient  staffing,  and  difficult 
methods  of  proof.  They  usually  have  to  develop  clear  and  convinc- 
ing evidence  rather  than  a  preponderance  of  proof.  We  have  sys- 
tems that  are  too  fragmented  as  New  York  is  a  terrific  example  of, 
and  take  too  long  to  work  through  the  process.  As  another  exam- 
ple, in  the  State  of  Texas,  95  percent  of  the  actions  taken  by  the 
State  boards  there  are  stipulated  agreements.  The  reason  for  that 
is  the  board  takes  so  long  to  process  the  case  that  they  are  willing 
to  compromise  anywhere  along  the  way. 

We  think  that  New  York  made  some  good  improvements  about  3 
or  4  years  ago.  I  think  it  was  in  1986  when  they  increased  the 
amount  of  money  going  into  the  State  board  by  about  $2  million. 
From  that  time,  you  could  see  an  increase  in  the  numbers  of  ac- 
tions that  they  were  taking.  They  rose  from  75  actions  in  1984  up 
to  300  in  1988,  but  it  is  now  starting  to  tail  off  again.  I  believe  the 
testimony  earlier  today  was  200  or  250  actions  and  one  of  the  rea- 
sons for  this  drop  is  that  the  initial  surge  of  staff  that  went  into 
the  State  board  here  has  begun  to  decrease.  They  had  in,  I  believe 
it  was  1987,  about  85  or  81  investigators  and  attorneys  involved  in 
the  State  board  and  are  now  down  to  about  60,  so  I  think  there  is 
all  kinds  of  problems — fragmented  process,  insufficient  staff,  and 
insufficient  budget. 

Mr.  Weiss.  We  have  heard  testimony  today  about  incompetent 
and  criminally-negligent  Medicaid  physicians  who  were  identified 
by  State  investigators,  but  who  often  escape  with  a  slap  on  the 
wrist  or  no  punishment  at  all.  Your  office  has  investigated  the 
types  of  discipline  provided  by  State  licensing  boards.  In  your  view, 
are  State  boards  adequately  enforcing  laws  designed  to  protect  pa- 
tients? 

Mr.  Mangano.  I  don't  believe  so.  I  don't  believe  that  the  State 
boards  are  vigorously  going  after  those  cases,  or  vigorously  pursu- 
ing them.  Part  of  the  problem  is  within  the  system  itself,  as  I  was 
talking  earlier  about  the  kinds  of  evidence  that  they  have  to 
present.  We  also  have  problems  with  the  profession  itself.  Even 
though  we  highly  recommend  and  encourage  peer  review  organiza- 
tions, hospitals,  and  other  physicians  to  let  boards  know  about  phy- 
sicians that  are  practicing  incompetent  medicine,  that  still  remains 
the  smallest  source  of  referrals  that  they  get  for  actions.  The  larg- 
est source  of  referrals  comes  from  consumer  complaints,  from  the 
general  public.  Another  large  number  of  complaints  comes  from 
other  States.  By  this,  I  am  talking  about,  for  example,  a  physician 
in  Connecticut  who  is  sanctioned  by  the  board  in  Connecticut.  That 
physician  moves  to  Pennsylvania  and  the  Pennsylvania  Medical 
Board  examines  that  case.  But,  they  usually  begin  the  process  all 


135 


over  with  hearings  so  there  is  all  kinds  of  problems  with  those 
boards  being  able  to  carry  out  the  job  they  were  supposed  to. 

Mr.  Weiss.  How  does  lax  enforcement  affect  the  Medicaid  Pro- 
gram? 

Mr.  Mangano.  Well,  I  think  it  has  the  effect  that  we  have  been 
hearing  today.  There  is  a  general  public  out  there,  but  the  Medic- 
aid population  in  particular,  that  is  suffering  because  we  aren't 
vigorously  going  after  the  incompetent  physicians  or  physicians 
that  are  dishing  out  improper  or  unneeded  care.  We  heard  testimo- 
ny earlier  today  about  the  unnecessary  tests  that  are  going  on. 
Without  strong  boards  vigorously  going  after  them,  that  is  going  to 
happen. 

Mr.  Weiss.  Most  of  the  doctors  who  work  in  Medicaid  Mills  are 
employees  of  an  entrepreneur  who  may  own  several  clinics,  as  well 
as  the  pharmacies  and  laboratories  which  service  the  clinics.  In 
many  cases  these  entrepreneurs  are  the  real  criminals  in  the  fraud 
and  drug  dealing  cases  because  they  instruct  the  doctor  in  how  to 
perpetrate  the  crimes.  Has  the  Medicaid  Program  been  successful 
in  catching  the  owners  of  the  Medicaid  Mills?  Mr.  Conroy. 

Mr.  Conroy.  Til  have  to  give  you  a  qualified  yes  on  that.  First  of 
all,  the  owners  of  these  facilities  are  not  enrolled  in  the  Medicaid 
Program.  Their  profit  usually  comes  from  either  illegal  kickback 
schemes  or  they  may  be  operating  an  ancillary  business  that  the 
tenant  doctors  are  steering  business  to,  legitimately.  So,  it  is  diffi- 
cult to  come  in  and  say  the  fraud  is  being  perpetrated  against  the 
program  directly  and  that  is  what  you  would  have  to  prove  in  a 
court  of  law  for  a  criminal  case. 

Also,  we  had  a  doctor  who  had  unlicensed  physicians  working  for 
him  and  everything  was  billed  under  his  name,  yet  we  were  unable 
to  really  get  to  the  people  who  were  providing  services.  From  a  dis- 
tance, it  would  appear  that  services  were  being  provided  by  a  li- 
censed physician. 

Many  owners  of  these  facilities  are  foreign  born  also,  not  that 
there  is  an3i:hing  wrong  with  that,  except  that,  when  the  law  is 
about  to  capture  them,  they  leave  the  country.  There  is  nothing  to 
prohibit  them  from  operating  in  these  businesses.  Many  Medicaid 
Mill  ownerships  are  also  hidden  in  very  complex  corporate  struc- 
tures and  it  is  very  difficult  to  pierce  the  corporate  veil  to  find  out 
who  are  actually  the  owners  of  these  facilities.  These  are  some  of 
the  problems  we  are  having  in  catching  these  individuals. 

Mr.  Weiss.  Do  you  know  how  these  entrepreneurs  operate  and 
how  much  they  receive  in  Federal  funds? 

Mr.  Conroy.  I  would  not  want  to  offer  a  guess  on  how  much  they 
are  receiving.  Yes,  we  do  know  how  they  operate.  Your  next  set  of 
witnesses  are  undercover  operatives.  We  learn  from  them  and  we 
also  learn  from  cooperating  witnesses,  individuals  who  may  be  em- 
ployed in  these  clinics  and  for  whatever  reason  decide  to  come 
forth  to  the  authorities  and  give  us  an  inside  picture.  Another 
major  source  are  doctors,  who  we  do  establish  criminal  cases 
against,  who  wish  to  plea  bargain  and  turn  evidence  against  the 
other  coconspirators.  These  are  all  very  important  sources  of  infor- 
mation which  lead  to  convictions.  So,  we  do  know  how  they  oper- 
ate. Many  of  them  just  supply  an  office  and  equipment.  As  you 
heard  earlier,  some  of  the  doctors  coming  into  this  program  are 
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perhaps  poor  themselves.  They  don't  have  enough  money  to  estab- 
lish a  practice,  so  here  comes  an  entrepreneur  who  says  we  will 
give  you  office  space  and  equipment  and,  in  return,  we  expect  you 
to  bill  for  blood  tests,  or  order  up  x  ray  exams,  or  order  D.M.E. 
equipment,  or  one  area  that  wasn't  mentioned,  order  transporta- 
tion services,  ambulette  and  ambulance.  Unlicensed  employees  is 
another  area  where  these  entrepreneurs  just  hire  people  who  have 
no  medical  qualifications  to  see  patients  and  yet  they  are  seeing 
them,  they  are  ordering  tests,  and  they  are  prescribing  D.M.E.  and 
drugs.  So,  we  do  know  how  they  operate.  Getting  to  them  is  diffi- 
cult because  they  do  not  generally  have  a  direct  financial  link  to 
the  program;  they  are  not  enrolled.  Mr.  Weinstock  spoke  of  his 
process  of  getting  front  ended  on  this  and  I  think  this  is  very  im- 
portant. Anybody  involved  in  the  delivery  of  health  care,  even  if 
they  only  own  a  facility,  should  be  brought  in  and  their  qualifica- 
tions checked  and  their  pedigree  taken  so  we  know  where  to  find 
them  if  something  goes  wrong. 

Mr.  Weiss.  I  would  like  to  think  that  in  some  fashion  the  Federal 
Government  could  play  a  role  in  that.  It  is  at  least  50  percent  Fed- 
eral dollars  that  are  being  spent.  On  top  of  that,  when  you  get  ter- 
rible service  for  the  money  spent,  it  is  a  double  injustice,  it  seems 
to  me,  and  it  may  not  be  very  simple,  but  I  can't  believe  that  if  we 
found  ways  of  dealing  with  the  securities  industry  where  there  is  a 
much  more  direct  appeal  to  aberrations  and  greed  than  there  is  in 
medicine,  that  we  can't  find  it  in  this  kind  of  situation.  I  gather 
that  we  still  have  the  problem  of  a  doctor  who  may  finally  be  re- 
moved from  the  program  in  New  York  but  Pennsylvania  and  New 
Jersey  doesn't  know  about  it  and  they  continue  to  practice  even  in 
a  Medicaid  Program  in  another  jurisdiction.  What  do  we  do  about 
that? 

Mr.  CoNROY.  Well,  we  have  many  sanctioned  authorities  which 
were  greatly  enhanced  under  Public  Law  193  which  is  the  Medi- 
care/Medicaid  Program  and  Patient  Protection  Act.  Whenever  a 
provider  is  convicted  of  a  Medicare  or  Medicaid  fraud,  their  name 
is  turned  in  to  our  office  and  a  sanction  letter  is  sent  and  they  are 
removed  automatically  for  a  5-year  period. 

Mr.  Weiss.  That's  a  conviction. 

Mr.  CoNROY.  Right. 

Mr.  Weiss.  But  supposing  all  you  have  is  the  department  of 
social  services  in  the  State  of  New  York  removing  him  from  the 
program  because  of  quality  of  care  and  a  combination  of  other 
things,  but  it  doesn't  reach  the  level  of  a  criminal  conviction? 

Mr.  CoNROY.  If  we  get  notice  of  a  license  revocation,  this  also  is 
cause  for  an  automatic  removal  from  the  Medicare  or  Medicaid 
Program. 

Mr.  Weiss.  All  right,  what  you  have  is  a  State  agency  for  Medic- 
aid saying  that  we  don't  agree;  we  will  not  allow  that  doctor  to  par- 
ticipate in  our  State's  program;  why  should  the  other  49  States  not 
have  the  benefit  of  that  knowledge  and  benefit  of  having  that 
person  also  excluded  from  those  other  49  State  programs? 

Mr.  Mangano.  The  Federation  of  State  Medical  Licensing 
Boards  is  a  national  organization  with  an  information  clearing- 
house which  States  are  supposed  to  report  exactly  the  incidences 
that  you  are  talking  about.  In  our  latest  update  on  the  State  medi- 
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cal  licensing  boards,  we  found  that  the  States  had  not  been  as  ag- 
gressive in  using  that  information  system,  both  with  reporting  as 
well  as  using  the  information  in  it.  In  fact,  States  are  not  even  con- 
sistent in  terms  of  the  kinds  of  violations  they  report.  The  one  that 
you  just  cited  where  a  physician  was  removed  from  a  Medicaid  Pro- 
gram in  a  State  should  absolutely  be  reported  in  that  system.  But 
there  are  other  cases  like  stipulated  agreements  of  a  lesser  count, 
maybe  a  physician  agreeing  to  have  greater  supervision  of  his  or 
her  service  or  gaining  other  kinds  of  continuing  education.  Many 
times  those  kinds  of  situations  are  not  reported,  so  the  system  is 
there  to  do  it,  but  the  States  need  to  be  much  more  vigorous  in  op- 
erating that  system. 

Mr.  Weiss.  Well,  who  do  you  deal  with  in  making  that  kind  of 
appeal?  If  the  New  York  State  Board  of  Regents,  for  example,  is  of 
such  a  mind  that  they  will  take — what  is  the  percentage  of  cases, 
less  than  15 — only  2  out  of  the  15  cases  that  are  referred  to  them 
by  social  services  for  revocation  of  licenses  for  an  actual  revoke, 
then  surely  they  are  not  going  to  be  inclined  to  forward  the  names 
of  the  other  13  people  to  your  central  clearing  line  because  they 
disagree  with  the  finding  of  the  Department  of  Social  Services.  So 
it  seems  to  me  that  you  have  an  obligation  or  a  need  to  find  some 
other  path  to  getting  the  message  across  like  maybe  the  Governor's 
office  who  I  think  may  have  a  different  perspective  on  it  than  the 
board  of  regents  may. 

Mr.  Mangano.  Right,  you  are  absolutely  correct,  and  in  our  last 
report  that  dealt  with  State  medical  licensing  boards,  we  were  call- 
ing on  every  instrument  of  government  to  be  more  vigorous  in  this, 
including  State  medical  boards,  and  the  Federal  agencies,  as  well 
as  State  agencies.  Everybody  in  the  process  needs  to  identify  those 
individual  cases  and  refer  them  to  other  people  whether  they  have 
reached  final  decisions  or  not.  One  of  the  problems  in  this  whole 
situation  is  the  time  it  takes  to  go  from  the  beginning  of  an  investi- 
gation to  its  completion.  During  that  period  of  time,  unless  there  is 
clear  and  present  danger  to  the  public,  which  is  very  hard  to  prove, 
that  person  is  going  to  continue  operating  so  I  couldn't  agree  with 
you  more. 

Mr.  Weiss.  Well,  why  does  that  have  to  be  so?  If  you  have  a  find- 
ing at  one  level,  why  doesn't  the  payment  stop,  and  I  assume  that 
after  a  conviction  and  the  removal  from  Medicaid,  even  if  the 
matter  is  up  on  appeal,  you  don't  give  them  money  until  the 
matter  is  disposed  of  and  the  person  is  then  cleared  on  appeal?  I 
just  don't  understand  why  the  presumption  has  to  be  that  some- 
body who  has  gone  through  two  of  these  stages  for  example  or  even 
one  of  these  stages  and  has  been  found  to  have  been  in  violation, 
that  they  automatically  have  a  right  to  continue  to  get  paid.  They 
can  continue  to  bill  but  they  don't  have  to  get  paid. 

Mr.  Mangano.  Right.  I  think  within  individual  States  that  is 
clearly  the  case.  They  will  be  taken  off  the  payment  rolls.  The 
problem  I  was  pointing  out  was  when  a  physician  moves  to  another 
State.  It  is  awfully  difficult  to  track  them  unless  the  States  from 
which  they  came  are  reporting  violations/ actions  to  State  medical 
licensing  boards  so  they  can  transfer  that  information  to  the  new 
State  Medicaid  agency.  That  information  must  be  passed  on. 
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Mr.  Weiss.  But  here  you  have  a  situation  where  your  agency, 
your  State  agency,  has  removed  him  from  the  program.  I  assume 
that  they  notify  you  of  that;  right? 

Mr.  Mangano.  Yes. 

Mr.  Weiss.  I  assume  that  you  should  have  no  difficulty,  then, 
sending  out  an  all-points  bulletin  to  the  50  States  and  saying,  ^'Dr. 
X  has  been  removed  from  the  New  York  program  and  he  shouldn't 
be  participating  in  Arizona's  program." 

Mr.  CoNROY.  In  fact  that  does  happen  when  the  Federal  sanction 
is  imposed.  The  Assistant  Inspector  General  for  Civil  and  Adminis- 
trative Remedies  sends  out  a  monthly  bulletin  to  appropriate  Fed- 
eral agencies.  Medicare  contractors,  all  of  the  State  licensing 
boards,  the  single  State  agencies,  and  the  Medicaid  Fraud  Control 
Units,  alerting  them  that  these  actions  have  been  taken.  The  only 
problem  with  that  is  there  is  no  way  to  see  if  there  is  a  uniform 
reaction  to  it,  if  anybody  checks  the  list  and  acts  upon  it. 

Mr.  Weiss.  Well,  you  know  you  have  a  lot  of  leverage;  H.S.S.  con- 
trols the  money.  It  seems  to  me  that  the  message  would  get  across 
very  clearly  if  suddenly  the  Governor  of  a  State  was  confronted 
with  the  fact  that  part  of  his  Medicaid  funding  was  going  to  be  cut 
off  because  his  agencies  were  not  paying  attention  to  Inspector 
General's  bulletins  on  who  was  qualified  to  participate  in  the  pro- 
gram. I  don't  claim  to  have  all  of  the  answers.  All  I  am  saying  is 
that  I  think  that  all  of  us  really  have  to  exercise  our  best  ingenuity 
in  this  kind  of  situation  because,  truly,  the  costs  are  getting  so  out 
of  hand  and,  at  the  same  time,  the  services  are  getting  to  be  worse 
and  worse  and  worse,  so  we  really  have  to  do  something  more  effec- 
tive than  we  have  been  doing  so  far. 

I  thank  you  very  much  for  your  testimony,  and  I  think  that  we 
have  some  open-ended  questions  that  we  asked  Mr.  Weinstock.  We 
will  appreciate  if  he  will  submit  the  information  to  us  in  writing. 
Thank  you  very  much. 

We  have  one  final  panel.  We  will  take  a  break  while  we  set  up 
screens  for  our  anonymous  witnesses. 

[Recess  taken.] 

Mr.  Weiss.  The  subcommittee  now  is  back  in  session.  Would  you 
raise  your  right  hand  please.  Do  you  swear  and  affirm  that  the  tes- 
timony you  are  about  to  give  is  the  truth,  the  whole  truth,  and 
nothing  but  the  truth? 

Anonymous  Witnesses.  Yes. 

Mr.  Weiss.  Let  the  record  indicate  that  each  of  the  witnesses  has 
responded  in  the  affirmative  and  we  have  two  witnesses  who  are 
appearing  anonymously.  They  are  undercover  agents  for  the  de- 
partment of  social  services  and  we  are  using  the  screen  so  that 
their  identities  will  not  be  disclosed. 

I  understand  that  you  have  no  prepared  statements  and  that  you 
will  be  responding  to  questions  that  I  have;  is  that  correct? 

Anonymous  Witnesses.  Yes. 

Mr.  Weiss.  Now  your  jobs  are  to  operate  undercover,  posing  as 
patients  in  Medicaid  Mills.  How  many  mills  have  each  of  you  seen? 

Anonymous  Witness  No.  1.  I  would  say  that  in  the  6  years  I 
have  been  with  the  department,  working  in  that  section,  maybe 
about  800  or  900  shops. 

Mr.  Weiss.  And  yourself? 
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Anonymous  Witness  No.  2.  Maybe  1,100. 

Mr.  Weiss.  Would  you  each  describe  what  a  typical  visit  to  a 
Medicaid  Mill  is  like? 

Anonymous  Witness  No.  1.  OK,  there  are  two  types.  One  is  like 
a  family  place  and  one  is  like  all  drug  abusers  use.  Whea  I  started 
with  the  drug  abuse,  you  get  there  like  maybe  early  in  the  morning 
and  you  put  your  name  on  the  list  which  might  be  on  the  gate. 
This  is  initialed  by  the  people  that  go  there,  the  drug  addicts  that 
go  there.  You  wait  there  maybe  until  9  a.m.  until  the  place  opens 
up  and  you  get  into  the  place  and  you  stand  on  line.  You  give  your 
Medicaid  card  to  the  receptionist  and  that  person  sometimes  makes 
you  sign  a  book — it  depends  on  the  place.  Then  you  sit  there  and 
you  wait  for  the  doctor  to  arrive.  Sometimes  they  call  you  in  before 
the  doctor  comes  in  and  they  give  you  some  tests.  It  could  be  an 
EKG,  it  could  be  a  sonogram,  it  could  be  a  throat  culture,  it  could 
be  a  hearing  test,  you  know,  spirometry  test  and  so  forth  like  that. 
Then,  when  the  doctor  comes  in,  in  some  cases  they  do  examine 
you.  The  doctor  calls  you  in  and  examines  you  and  in  some  cases 
he  doesn't  examine  you.  You  go  in  there  and  the  doctor  might  say, 
'What  do  you  want?"  or  "What's  wrong  with  you?"  and  you  say, 
''Well,  I  have  a  cold."  To  give  you  an  example  of  a  case  that  I  had 
recently,  I  told  them  that  I  had  a  head  cold.  I  walked  in,  I  sat 
down,  I  had  a  head  cold.  The  guy  took  all  of  the  information,  what 
else  is  wrong  with  you  like,  do  you  have  chest  pain  or  diabetes  or 
ulcer  and  I  said,  ''Yes,  I  have  all  of  these  symptoms."  Then  he 
wrote  a  prescription — he  didn't  examine  me  at  all — then  he  said 
"Here,  you  have  to  take  a  blood  test  now."  I  refused  the  blood  test 
and  he  said  "You  have  to  speak  to  the  manager,"  so  I  left  the 
room,  and  I  went  to  the  manager.  I  said  "I  can't  take  a  blood  test 
because  I  don't  feel  well  today;  I  will  take  it  on  my  next  visit."  He 
said,  "If  you  don't  take  the  blood  test,  you  can't  have  the  prescrip- 
tion." I  walked  out  of  that  situation.  In  another  situation  I  manage 
to  avoid  taking  a  blood  test  and  I  get  the  prescription  and  I  walk 
out. 

The  other  type  of  Medicaid  investigation  is  when  I  walk  into  a 
family  place.  It  is  a  little  different.  You  walk  in  maybe  9  or  9:30 
and  the  doctor  will  see  you.  He  will  ask  you  a  few  questions  usual- 
ly like,  do  you  smoke?  Basically  the  same  questions — what  is  your 
problem,  what  is  wrong,  so  you  tell  him.  He  will  prescribe  a  pre- 
scription. Sometimes  he  might  request  a  blood  test  but  if  you  tell 
them  you  don't  need  it,  he  won't  pursue  it,  and  he  gives  you  a  pre- 
scription and  you  leave  the  premises.  You  go  next  door  and  fill  out 
the  prescription.  And  there  are  some  cases  where  they  will  tell  you 
with  the  prescription  where  to  take  it.  Some  of  these  Medicaid 
Mills. 

I  don't  know  what  further  to  say. 
Mr.  Weiss.  How  about  yourself  sir? 

Anonymous  Witness  No.  2.  Well,  I  had  the  same  problem.  You 
go  to  family  places  and  you  tell  them  you  have  a  cold  and  some  of 
them  it  is  required  for  you  to  have  a  lot  of  tests.  I  went  to  a  place 
one  day— I  don't  know  what  they  call  that  test— and  they  put  a  lot 
of  gadgets  on  your  head  for  a  cold,  and  I  said,  "For  what,  for  a  cold 
I  have  to  go  through  all  of  this?"  The  test  that  takes  15  to  20  min- 
utes. At  the  same  place  I  had  a  spirometry  test  that  took  around  15 
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to  20  minutes,  fancy  computers.  A  lot  of  these  places  you  have  to 
get  up  real  early  in  the  morning — I  had  places  where  I  had  to 
arrive  before  6  a.m.  to  put  my  name  on  the  list.  Some  of  these 
places  don't  open  until  1  p.m.  At  1  p.m.  you  have  to  go  in,  see  the 
receptionist,  give  them  your  Medicaid  card  and  then  they  tell  you 
to  come  back  after  4  p.m.  when  the  provider  is  going  to  get  there  so 
some  of  these  places  you  have  to  stay  there  all  day  long  and  they 
have  places  where  they  tell  you,  'Take  the  prescription  to  this  par- 
ticular pharmacy.''  They  have  places  where  you  don't  see  the  pre- 
scription; you  go  directly  into  the  pharmacy  and  a  lot  of  these  doc- 
tors, if  you  don't  take  the  blood  test,  they  don't  see  you,  and  a  lot 
of  these  places  before  you  see  the  doctor,  you  have  to  go  through 
echograms,  sonograms,  EKG's,  throat  cultures,  tine  tests.  When 
you  don't  give  them  blood,  a  lot  of  places  throw  you  out. 

Mr.  Weiss.  Now,  who  gives  you  the  tests;  are  tliey  qualified  medi- 
cal technicians  who  give  you  these  tests? 

Anonymous  Witness  No.  1.  Well,  I  don't  know.  Sometimes  they 
say  they  are  a  nurse;  you  know  they  have  name  tags  that  say 
"nurse"  and  they  will  give  you  the  test.  Sometimes  you  see  some- 
body that  works  there;  you  don't  know  if  they  are  professionals  or 
not — maybe  a  girl  that  was  probably  trained  by  the  doctor  or  some- 
thing like  that.  But  you  really  don't  know  if  they  really  are  quali- 
fied as  far  as  giving  the  tests  or  not,  you  know. 

Mr.  Weiss.  What  are  the  conditions?  Are  they  sanitary  in  these 
places? 

Anonymous  Witness  No.  1.  Well,  it  has  been  a  trend  now,  OK,  I 
have  been  doing  it  now  for  awhile,  6  years,  and  in  the  beginning 
there  was  a  lot  of  unsanitary  conditions  and  you  went  in  and  you 
sat  down.  I  seem  to  be  finding  less  and  less  of  it  but  they  sort  of 
changed  tactics  now,  you  know,  they  have  been  improving  the  at- 
mosphere a  little  bit.  A  lot  of  places  you  walk  in,  they  are  still 
junkie  places — what  I  call  junkie  places,  there  is  not  even  a  chair, 
just  benches,  wooden  benches,  very  dingy  sometimes,  the  lighting 
you  know.  The  bathrooms  sometimes  are  out  of  order,  you  know,  in 
those  places.  Now,  in  the  family  places,  they  usually  are  run  well, 
you  know,  everything  looks  pretty  good  but  the  junkie  places 
where  you  would  go  to — some  of  them  see  to  be  changing  to 
making  things  better,  but  not  all  of  them.  There  are  still  some  out 
there  where  you  can  go  in  and — you  wouldn't  go  there  yourself  for 
a  medical  service. 

Anonymous  Witness  No.  2.  A  lot  of  these  places  have  a  room 
where  they  take  two  patients  at  a  time.  A  room  where  they  did  an 
EKG  to  me  and  a  blood  test  to  another  patient  and  to  me  that  is 
supposed  to  be  illegal. 

Anonymous  Witness  No.  1.  I  remember  an  incident  one  time 
where  I  walked  in  and  a  girl  was  giving  me  a  spirometry  test  and 
there  was  just  a  curtain  that  divided  the  room.  other  patient 
was  taking  an  EKG  test  and  she  was  complaining  about  the  cur- 
tain because  I  might  see  her  when  she  had  to  take  off  her  blouse 
when  she  took  the  EKG  test.  Sometimes  they  don't  care — male  and 
female  in  the  same  room. 

Mr.  Weiss.  Would  you  describe  a  typical  physical  examination  in 
a  Medicaid  Mill? 
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Anonymous  Witness  No.  1.  OK,  sometimes  I  have  been  to  Med- 
icaid Mills  where  I  sat  down,  right,  and  the  guy  says,  "What's 
wrong  with  you?"  and  I  said,  "I  have  a  head  cold"  and  then  he  sort 
of  like  prompts  me  and  says,  "What  else  do  you  have  wrong  with 
you?"  and  then  you  say,  "Well,  I  am  asthmatic;  I  have  back  pain,  I 
have  headaches."  Then  he  starts  writing  this  stuff  on  my  medical 
record  and  a  few  minutes  later  he  writes  the  prescription  with  no 
examination  whatsoever.  He  didn't  look  into  my  throat;  he  didn't 
check  my  eyes;  he  didn't  put  a  stethoscope  to  my  chest;  nothing; 
and  then  he  just  writes  the  prescription. 

Some  of  the  other  cases,  I  have  walked  in,  I  gave  them  my  medi- 
cal complaint,  I  have  a  cold.  He  checks  my  eyes;  he  looks  into  my 
throat;  he  used  a  tongue  depressor;  you  Imow,  used  a  stethoscope 
on  my  chest;  and  then  he  will  recommend  an  EKG,  a  spirometry 
test,  a  sonogram,  and  then  leave  his  office  and  come  back  and  get  a 
prescription.  That  is  how  it  usually  works. 

Mr.  Weiss.  How  many  of  the  other  patients  that  you  see  in  the 
waiting  room  would  you  say  are  there  because  they  are  really  ill? 

Anonymous  Witness  No.  1.  In  Medicaid  Mills? 

Mr.  Weiss.  Yes. 

Anonymous  Witness  No.  1.  None.  They  are  there  for  the  pur- 
pose of  getting  the  script  and  then  filling  the  script  and  then  sell- 
ing the  medication  in  the  street.  In  the  past,  there  were  controlled 
drugs  which  were  Valium  and  other  stuff  that  I  don't  really  recall 
right  now.  At  least  there  is  not  a  market  out  there  for  the  noncon- 
trolled  drugs.  Then,  I  think  about  2  years  ago,  the  noncontrolled 
drugs,  especially  with  Valium,  the  most  common  one,  was  stopped. 
Doctors  were  not  allowed  to  prescribe  those  without  validating 
them  and  this  created  a  market  for  controlled  drugs.  Controlled 
drugs  were  Valium,  noncontrolled  drugs  were  like  Santax,  Pexsi 
[phonetic]  I  think  is  for  the  heart,  antibiotics,  bandages,  vaseline 
jars,  cremes  for  your  feet,  all  this  was  sold  in  the  street.  So  all  of 
this  medication  they  sell  on  the  street,  the  drugs  addicts,  when 
they  fill  the  prescriptions. 

Mr.  Weiss.  And  how  does  a  legitimate  medical  clinic  differ  from 
the  Medicaid  Mills  that  you  have  described? 

Anonymous  Witness  No.  2.  When  you  go  to  a  family  place  and 
you  tell  them  you  have  a  cold  and  I  am  coughing  a  lot  at  night,  95 
percent  of  these  doctors  will  give  you  a  good  examination  and  they 
give  you  medication  for  your  ailment.  If  I  tell  them  I  have  a  cold, 
they  give  you  cough  medication,  they  look  at  my  throat  and  if  it  is 
kind  of  red,  they  give  you  antibiotics.  But  these  other  places,  a  lot 
of  these  places,  they  don't  even  give  you  a  physical  examination, 
they  ask  you,  "what  do  you  want?"  If  I  was  one  of  these  drugs 
abusers  I  would  tell  them  I  want  Motrin  or  I  want  Santex,  I  want 
Pexsi  and  they  come  out  with  10  or  11  items  and  some  of  these 
people  are  making  $35,  $40,  or  $50  a  day  selling  those  items.  And 
they  have  the  people  right  there  outside  waiting  for  them  to  buy 
them  from  them. 

Some  of  these  places,  the  persons  buy  it  inside  the  medical  facili- 
ty. 

Anonymous  Witness  No.  1.  Yes,  that's  true. 
Anonymous  Witness  No.  2.  Inside. 
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Mr.  Weiss.  How  much  do  the  people  in  the  neighborhood  know 
about  the  quality  of  care  that  is  given  in  those  places?  Do  you 
know? 

Anonymous  Witness  No.  1.  Well,  I  will  tell  you  something,  the 
people  that  live  in  the  neighborhood,  and,  let's  say,  I'll  give  you  an 
area,  say  116th  Street,  where  there  is  a  lot  of  drug  related  facili- 
ties, you  know,  people  go  there  just  to  purchase  the  drugs  and  sell 
them.  I  don't  think  the  people  in  the  neighborhood  go  there  at  all. 
These  people  are  from  all  over  the  city.  They  can  live  in  Brooklyn, 
the  Bronx,  Queens,  whatever,  they  come  to  these  places,  but  they 
don't — neighborhood  people  do  not  use  those  facilities,  unless  you 
might  find  two  or  three  people  that  are  drug  addicts  that  live  in 
the  area,  but  the  majority  are  not  from  the  area,  because  I  have 
seen  people  that  go  over  there  and  they  say,  they  call  it  ''doing  the 
doctors;"  I  mean,  on  the  street,  that's  what  they  call  it.  I  see  the 
same  people  in  the  Bronx,  I  see  the  same  people  in  Manhattan,  all 
over  the  area.  As  a  matter  of  fact,  I  have  established  a  rapport 
with  them.  I  say,  "Hi,  how  are  you  doing;  I  saw  you  downtown.  Are 
you  going  to  go  uptown  later  on?"  and  they  say,  ''Yeah,  I'll  be  over 
there  later  on;  see  you  later."  So,  that's  basically — the  people  in 
the  area  don't  use  those  doctors. 

Mr.  Weiss.  Where  do  they  go;  do  you  know? 

Anonymous  Witness  No.  1.  I  think  most  of  them  use  the  hospi- 
tals or  they  go  to  a  family  place.  There  are  pockets  of  family  places 
in  the  area,  but  not  the  Medicaid  Mills,  not  there;  they  don't  go 
there.  As  a  matter  of  fact,  the  word  on  the  street  is  if  you  are  sick, 
you  don't  go  to  those  doctors,  you  go  some  place  else. 

Mr.  Weiss.  Now,  how  do  you  define  a  family  place  as  distin- 
guished from  the  Medicaid  Mills? 

Anonymous  Witness  No.  1.  OK,  in  the  family  place,  you  will  see 
mothers  with  their  children,  old  people,  mostly  women  and  chil- 
dren, a  few  men,  and  in  the  other  cases,  you  will  find,  the  majority 
of  them,  90  percent  of  them  are  men  and  10  percent  are  women, 
but  they  are  all  substance  abusers  and  they  are  all — you  can  tell 
the  puffed  heads  and  stuff  like  that  you  know  from  drug  abuse. 

Mr.  Weiss.  And  what  percentage  

Anonymous  Witness  No.  1.  And  also  their  attire  is  different, 
too;  they  dress  different. 
Mr.  Weiss.  Their  what? 
Anonymous  Witness  No.  1.  Their  attire. 
Mr.  Weiss.  Their  dress. 

Anonymous  Witness  No.  1.  Their  dressing  is  really,  in  some 
cases,  really  bad. 

Mr.  Weiss.  What  percentage  of  the  facilities  are  family  places 
and  what  percentage  are  the  ones  for  the  addicts? 

Anonymous  Witness  No.  1.  Well,  in  a  certain  area,  in  Manhat- 
tan, it  is  hard  to  say,  maybe  20  percent  are  drug  addicts  and  the 
other  80  percent  are  family-oriented  places;  but  I  really  can't  say 
specifically;  I  really  don't  know. 

Mr.  Weiss.  How  about  yourself? 

Anonymous  Witness  No.  2.  It  all  depends  on  the  area.  You  go  to 
116th  from  the  West  Side  to  the  East  Side  and  I  would  say  the  ma- 
jority of  those  medical  facilities  are  visited  by  substance  abusers. 
The  same  thing  around  Grand  Concourse  from  165th  through 
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180th,  and  they  have  on  University  Avenue  and  all  over.  Mostly  in 
the  poor  sections  of  the  Bronx  or  Manhattan  or  Brooklyn  you  will 
find  the  facilities,  and  you  find  out  that  a  lot  of  the  substance  abus- 
ers, they  don't  go  to  see  one  doctor  a  day,  some  of  them  work  7 
days  a  week,  and  they  get  from  four  to  five  doctors  every  day. 
Anonymous  Witness  No.  1.  Every  day. 

Anonymous  Witness  No.  2.  They  have  some  of  these  people  that 
get  up  at  5  in  the  morning  to  be  at  a  certain  place  around  there 
where  they  get  60  of  these  or  40  of  the  others. 

Mr.  Weiss.  I  assume  that  they  have  to  leave  their  Medicaid 
number  wherever  they  go;  yes? 

Anonymous  Witness  No.  2.  Well,  90  percent  of  these  facilities 
when  they  take  your  Medicaid,  they  don't  give  it  back  to  you,  but 
they  have  a  lot  of  other  places  where  they  take  the  information 
and  they  know  the  doctor  is  going  to  be  there  at  2  p.m.  or  3  p.m.  so 
they  have  time  to  go  to  other  facilities,  as  long  as  they  have  their 
Medicaid. 

Anonymous  Witness  No.  1.  In  some  cases  the  doctors  come  in 
after  hours  like  6  or  7  at  night  and  sometimes  they  work  on  Satur- 
days and  Sundays,  so  these  guys,  they  know  when  to  see  a  doctor. 
They  see  a  doctor  that  comes  in  maybe  at  7  in  the  morning,  see 
that  doctor  at  that  time,  and  then  they  will  take  a  walk  maybe  to 
the  East  Side  and  see  another  doctor  there  and  they  know  when 
the  doctor  is  there  at  a  certain  time  because  that  is  their  job,  their 
job  is  to  go  out  there  and  make  money.  Sometimes  you  hear  in  the 
street  they  say  they  made  $150  in  1  day,  and  they  will  take  blood 
tests  for  each  doctor  they  go  to.  They  give  up  their  blood  in  a 
minute. 

Anonymous  Witness  No.  2.  They  don't  care. 

Anonymous  Witness  No.  1.  They  don't  care. 

Anonymous  Witness  No.  2.  As  long  as  they  make  that  money. 

Anonymous  Witness  No.  1.  Right. 

Mr.  Weiss.  Are  there  neighborhoods  where  there  are  only  the 
Medicaid  Mills  and  there  are  no  family  places  at  all? 

Anonymous  Witness  No.  2.  Certain  sections  you  only  find  Med- 
icaid Mills. 

Mr.  Weiss.  What  kind  of  sections? 

Anonymous  Witness  No.  2.  As  I  told  you,  116th  Street.  You  find 
some  places  in  Manhattan,  some  of  them  in  the  Bronx,  and  in 
Brooklyn,  Fulton,  Mjn-tle  Avenue. 

Anonymous  Witness  No.  1.  I  would  say  that  sometimes  there 
are  just  blocks,  a  couple  of  blocks.  In  a  certain  radius  there  are  two 
or  three  places  like  that.  To  give  you  an  example,  165th  Street  and 
Grand  Concourse,  you  can  go  to  one  on  the  west  side  of  the  Grand 
Concourse,  there  is  one  on  the  east  side  on  the  same  street,  across 
the  street,  one  a  few  blocks  away,  you  know,  and  then  in  the  same 
area,  two  blocks  down,  there  are  a  couple  of  family  places. 

Mr.  Weiss.  Well,  I  thank  you  very,  very  much.  I  appreciate  the 
work  that  you  are  doing  and  your  willingness  to  come  and  testify 
before  us. 

Anonymous  Witness  No.  2.  Thank  you  for  having  us. 
Anonymous  Witness  No.  1.  Thank  you. 

Mr.  Weiss.  This  is  the  last  set  of  witnesses  that  we  have  for  this 
hearing.  Obviously,  this  is  not  a  subject  which  we  can  conclude  our 
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inquiry  on  in  1  day  and,  as  I  said  at  the  outset,  although  we  held 
this  hearing  in  New  York  City,  we  really  do  intend  to  look  at  this 
as  a  national  problem  because  the  great  likelihood  is  that  in  simi- 
lar locations  in  other  areas  in  the  country,  the  same  kind  of  condi- 
tions prevail  and  we  will  be  looking  into  that  situation  across  the 
country  and  we  will  be  issuing  ultimately  a  report  of  our  findings 
with  recommendations.  We  want  to  thank  everybody  for  participat- 
ing in  this  important  hearing  today. 

The  subcommittee  now  stands  adjourned,  subject  to  the  call  of 
the  Chair. 

[Whereupon,  the  subcommittee  adjourned,  to  reconvene  subject 
to  the  call  of  the  Chair.] 
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